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VA CONSOLIDATION OF MEDICAL FACILITY 
MANAGEMENT AND SERVICES 


THURSDAY, JULY 24, 1997 

House of Representatives, 

Subcommittee on Health, joint with 
Subcommittee on Oversight and Investigations, 

Committee on Veterans’ Affairs, 

Washington, DC. 

The subcommittees met, pursuant to cedL at 9:30 a.m., in room 
334 Cannon House Office Building, Hon. Cliff Steams (chairmsin 
of the subcommittee) presiding 

Present: Representatives Steams, Everett, Moran, Cooksey, 
Hutchinson, Gutierrez, Clybum, Kennedy, Doyle, Peterson, Carson, 
and Snyder. 

Also Wesent: Representative Lane Evans. 

OPENING STATEMENT OF HON. CUFF STEARNS, CHAIRMAN, 
SUBCOMMITTEE ON HEALTH 

Mr. Stearns. On behalf of my colleague and friend, Terry Ever- 
ett, Chairman of the Oversight and Investigations Subcommittee, 
I welcome all of vou to this immrtant joint hearing todav. 

All of us involved with health care policy are acutely aware of 
the dynamic nature of the health care marketplace. In the private 
sector, market forces have been powerful levers for change. In the 
face of mekrket challenges, hospitals have increasingly turned to 
mergers and alliances. 

The VA has been a bit slow to transform itself. Long after the 
private sector had embraced primary cares as a core business, VA 
has remained entrenched as a hospital-based system. Until 1995, 
VA had not consolidated a facility in some 16 years. Since then, 
however, VA has initiated 19 consolidations involving 40 VA medi- 
cal facilities. With such steps as approving VA's proposed reorga- 
nization and adopting a sweeping eli^bility reform measure in the 
104th Congress, this committee given Dr. Kizer critically need- 
ed tools to transform the VA health care system. 

In my view, VA should continue to consolidate facilities where 
that process will improve patient care and achieve greater effi- 
ciency. Several witnesses this morning dte the complexity and dif- 
ficulty of integrating two or more hospitals, even when they have 
the same corporate identity. The private sector has certainly seen 
such efforts tail altogether. The process through which VA inte- 
grates facilities is vitm, however. 

In holding this hearing this morning, we want to review the 
record of the VA’s past efforts and the promise of the future. We 

( 1 ) 
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seek to understand better the process by which VA facility inte^a* 
tion is initiated, analyzed, planned, and carried out. And most im- 
portantly, my collea^es, we seek to esmlore whether there are op- 
portunities for signincantly improving these efforts. 

We are fortunate this momi^ to have an outstanding group of 
witnesses who bring wide-ranging ei^rtise to the table. Several of 
our panelists, representing Irath private sector and public, have 
participated in the development of int^rated heal& care systems 
as consultants, strategic planners, syst^ archit^ts, and adminis- 
trators. We will also have the benefit of hearing from important 
stakeholders. 

I want to thank our witnesses in advance for their testimony, 
and look forward to their insightfiil discussion. 

I particularly want to fbanV my friend Terry Everett for co- 
chairing this joint hearing, and invite his opening statement at this 
point. 

[The prepared statement of Chairman Steams appears on p. 45.] 

OPENING STATEMENT OF HON. TERRY EVERETT. CHAIRMAN, 
SUBCOMITTEE ON OVERSIGHT AND INVESTIGATIONS 

Mr. Everett. T hank you. Chairman Steams. I want to thank 
you in welcoming those attending our joint hearing today, and I 
also want to thank you for calling this hearing and making it joint 
with the Subcommittee on Oversight and Investigations which I 
chair. 

I associate myself with the Chairman’s remarks. Consolidation 
and the integration of VA medical centers is occurring around the 
coimtiy, and is a matter of meyor interest to stakeholders involved 
in each one. First and foremost, veterans and their oi^anizations, 
and also local commimitiee, including VA employees and the elect- 
ed representatives in Congress. Other stakeholders may be present 
in some scenarios as weU. 

Under the best of circumstances, these processes have the oppor- 
tunity to get "stuck in the mud” in complex planning tasks, in im- 
plementing the intenation of management, administration and 
clinical functions, and in communication with stakeholders. 

While it is hopeful, it isn’t "mission impossible”. It may look that 
way sometimes, and achieving success in facility integration does 
present real challenges to the VA Administrators and managers re- 
sponsible for tiiem. 

Mr. Evans, Ranking Democrat Member of the full Committee, 
and I will be in Montgomery, Alabama to foUow up this hearing 
with a field hearing on the planning and formation of central Ala- 
bama Veterans’ Health Care S}rstem. It will consist of Montgomery 
and Tuskegee Medical Centers. We will examine the same issues 
as file apply to central Alabama that we are examining here today, 
planning and implementation, cost-benefit analysis, communication 
with stockholders, and reinvestment of savings from improved fa- 
cilities and efficiencies for &e benefit of veterans and better use of 
tax dollars. 

What we are really trying to do, though, through these hearings, 
as Chairman Steams h^ stated, is find out if there £kre ways that 
these consolidations and integrations be significantly improved. 
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I look forward to hearing from our witnesses today on this impor- 
tant issue, and I thank you again, Mr. Chairman. 

Mr. Stearns. I thank my colleague. The Ranking Member of the 
Healfr) Subcommittee, Mr. Gutierrez, opening statement? 

OPENING STATEMENT OF HON. LUIS V. GUTIERREZ 

Mr. Gutierrez. Thank you very much, Chairmein Steams and 
Chairman ^erett, and my Ranking Mem^r, Mr. Clybum, for con- 
vening this verv timely hearing to discuss one of the most impor- 
tant issues confronting the Department of Veterans Affairs Health 
Care System. 

Facility integration and consolidation will affect veterans 
throughout America. Currently, it is affecting veterans in my com- 
munity. This process, these reforms and transformations will great- 
ly affect the manner in which veterans receive their care, where 
veterans access their care, and how these medical services that mil- 
lions of veterans depend on are provided. 

In this era of fiscal constraint, the VA has been compelled to de- 
velop a more efficient and cost-effective health care structure, while 
mainttdning an adequate level of services. This is by no means an 
easy task, and has been accomplished with varying degrees of 
success. 

The era of restructuring will most likelv continue for the better 
part of ttie next decade in many r^ons of our nation. A decentral- 
ized VA extern based around 22 service networks has been 
charged wim implementing these visions of change. 

As we know, the experiences of these regional systems has been 
varied, and we are only now beginnii^ to learn from these epi- 
sodes. I have learned first-hand about this process and what it 
means for our veterans. 

In my hometown of Chicago, the integration of one of our nation’s 
lar^st veterans health care networks is presently imderway. The 
Chicago experience may offer some lessons for other regions and 
teach us all about how we can make integration process work bet- 
tor in the frture in Chicago and elsewhere. 

Unfortimately, I don’t believe that at this time the Chicago 
model provides us a clear alternative to duplicate. I have followed 
this issue closely, and have yet to see a strategy for assuring that 
the Chicago area veterans will continue to receive the services, 
benefits, and care that they have earned and deserve. 

We still don’t know what the Chicago VA will look like in 2 
years, 5 years, or further into the future. Rumors and speculation 
have been widespread, but a clear plan for the future has been 
absent. 

When I first became involved in this process, I was concerned 
that the VA was moving unilaterally to implement an unjustified 
consolidation of Lakeside and West Side Hospitals. My main con- 
cern was that nuances had been provided to the veterans commu- 
nity about the needs and potentim effects of this dramatic reform. 
The VA simply has not been able to answer our questions about 
the proposed consolidation. The VA has not been able to financially 
just^ all of the actions that it is taking. The VA has not justified 
why an incorporation of this nation was warranted to enhance 
services to veterans. 
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The effects on adjacent communities, affiliated medical and VA 
employees remain similarly undeterminate. What I want to see is 
a sensible, inclusive, forward-looking process tiiat answers these 
vital questions before consolidation occurs; a process that estab- 
lishes goals and feasible options to achieve and a timetable in 
which to achieve them; a process that systematically responds to 
the concerns of veterans, stakeholders, community leaders, and 
elected officials. 

To date, I do not believe that a comprehensive process has been 
developed. The VA has made some progress on achieving these 
^als, nowever. Stakeholders and veterans communities in Chicago 
have been afforded an increasing ability to voice their concerns and 
ensure that their needs are considei^ as integration proceeds. 
However, I feel that fundamentally the process in Chicago still 
needs to be strengthened. 

I still have not seen a vision of the future of veterans service and 
care in Chicago. I have yet to see a clear plan of how service and 
access to veter£ins in my community will improve and expand. This 
is the only goal that matters. 

I realize that this is a difficult process, but our veterans deserve 
a vision, a blueprint that rades our action. A vision of a better VA 
where our veterans are the first and foremost 'lono'^'t.v'^ncy, and 
their interests determine the bottom line 

This hearing is important not only for Jiow it affect,* Ciiicago end 
any single network. This is also about heedth care of our veterans, 
that theyVe earned and deserve in VA facilities in Florida, Boston, 
Los Angles, and anywhere the process of change has begun. We 
owe our veterans answers to the questions. 

I am hopeful, Mr. Chairman, that today will be one more step 
in achieving that important ram in getting us those answers. I look 
forward to working with the vA in order to accomplish these goals. 
Thank rau, Mr. Chairman. 

Mr. Stearns. I thank my coUearae, and now well hear fixtm the 
Ranking Member on Oversight, ue gentleman from South Caro- 
lina, Mr. Clybum. 

OPENING STATEMENT OF HON. JAMES E. CLYBURN 

Mr. Clyburn. Thank you very much. Chairman Steams, Chair- 
man Everett. I wish to commend both of you — and Ranking Mem- 
ber Gutierrez, for calling this important hearing. I will trv to keep 
my remarks brief since we have a number of witnesses before us 
today. 

In my view, this morning's hearing will help provide some much- 
needed background into how ffie VA plans for the consolidation and 
inte^ation of hospitals and medical services. Although some people 
in this room may not want to believe it, the changing nature of me 
health care industry may soon dictate some form of integration or 
consolidation is necessary to ensure that we are serving the needs 
of our vetereins in the best and most efficient ways. 

The broader concern, and a concern that the GAO has made 
qriite clear in the writtra testimony it provided to our subcommit- 
t^s in advance of this hearing, is mat me VA needs to have a well 
developed plan in place before any of these consoUdations or inte- 
grations take place. VA should be carefiU not to undertake such ac- 
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tivities unless it has craited a clear and comprehensive plan, and 
unless the health care benefits to our veterans are clear. 

I look forward to this morning’s testimony, and I wish to thank 
all three of you for calling this hearing. 

[The prepared statement of Congressman Clybum appears on p. 
47.] 

Mr. Stearns. I thank the gentleman. I would like to also recog- 
nize now for an opening statement, if he'd like, Mr. Lane Evans, 
the Ranking Member on the full Committee. Mr. Evans. 

Mr. Evans. Thank you, Mr. Chairman. I appreciate the ^por- 
tunity to speak, and I congratulate both Chairmen and tiie Rank- 
ing Members for holding this important hearing. I associate myself 
with most of the remarks made so far, and have a lengthy opening 
statement I’d like to place in the record. 

Mr. Stearns. So o^ered. 

[The prepared statement of Congressman Evans appears on p. 
49.] 

Mr. Stearns. Is there any one of my other colleagues who would 
like to have an opening statement? 

[No response.) 

Without further ado, we wiU have the first panelists come for- 
ward. 

Dr. Kenneth Kizer, Under Secretary of Health, Department of 
Veterans Affairs: Dr. Joan Cummings, Director of Veterans Inte- 
nated Service Network, Department Veterans Affairs. And for 
the benefit of my Meml^rs, Dr. Ciimminra is in the 12th Region. 
There are 22 Remons, and that Region, I believe, includes much of 
Wisconsin and Illinois. Dr. Christ(^er Terrence, Chairman, Inte- 

g 'ation Coordinating Committee, VA Chicago He^th Care Svstem, 
epartment of Veterans Affairs; Jim Goff, Director of Palo Alto Di- 
vision, VA Palo Alto Health Care System, Department of Veterans 
Affairs; and Dennis Smithj^Director, Baltimore Division, VA Mary- 
land Health Care System, Department of Veterans Affairs. 

I want to welcome all of )^u, and I thank you very much for your 
time, knowing how busy you are. At this point, we will proceed 
with Dr. Kizer. 

STATEMENTS OF KENNETH W. KIZER, MJ)., MPA, UNDER 
SECRETARY FOR HEALTH, DEPARTMENT OF VETERANS AF- 
FAERS; DR. JOAN CUMMINGS, MJ>., DIRECTOR, VETERANS IN- 
TEGRATED SERVICE NETWORK (VISN) 12, DEPARTMENT OF 
VETERANS AFFAIR^ DR. CHRISTOPHER TERRENCE, MJ>., 
CHAIRMAN, INTEGRATION COORDINATING COMMITTEE, VA 
CHICAGO HEALTH CARE SYSTEM, DEPARTMENT OF VETER- 
ANS AFFAIR^ JIM GOFF, DIRECTOR, PALO ALTO DIVISION, 
VA PALO ALTO HEALTH CARE SYSTEM DEPARTMENT OF 
VETERANS AFFAIRS; AND DENNIS SMITH, DIRECTOR, BALTI- 
MORE DIVISION, VA MARYLAND HEALTH CARE SYSTEM, DE- 
PARTMENT OF VETERANS AFFAIRS 

STATEMENT OF DR. KIZER 

Dr. Kizer. Good morning, Mr. Chairman. I welcome this oppor- 
tunity to discuss with the subcommittees this particular strategy 
that the VA has been utilizing to better serve its patients. 
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In my brief opening comments, I want to do two things. First, I 
would uke to provide some context for these integration efforts and 
for some of the more facility specific comments that will be made 
by otiier witnesses on this panel. And, second, I would like to 
quickly overview the generic process being utilized to implement 
this strategy. 

I think you and others have already commented on the really 
revolutionary nature of change that’s going on in health care today, 
and tile different models of service deuvery that are being pursued. 
The model that is being pursued, probably most widely, is the inte- 
grated service network or integrated delivery system, which VA is 
pursuing as well. However, and certainly in the private sector, 
these integrated service networks are talung a m^ad number of 
forms and are developing in quite a number of (Cerent ways in 
response to all the various antecedent conditions that prompt their 
genesis. 

In the VA health care system, hospital and other facility integra- 
tions, as well as the clinical and support service inteCTations, are 
part of the larger Veterans Integrate Service Networlc (VISN) in- 
tenation strategy aimed at providing more accessible, more reli- 
able and more consistently hi^ quality health care for as many pa- 
tients as we can provide for with the resources ^at we have 
available. 

Having said that, there are five specific generic purposes that we 
are trying to achieve with each of these facility integrations; these 
purposes apply to the 40 facilities that have already and/or are cur- 
rently in the process of inte^ation. These purposes are: (1) to in- 
crease access to care; (2) to increase the predictability and consist- 
ency of high quality care being provided; (3) to optimize the utiliza- 
tion of physical plant and omer assets, inclu^g personnel re- 
sources — i.e., to capitalize on the strengths of each or the facilities 
that are involved; (4) to modernize VA health care. (Comments 
made this morning already indicate that the VA is playing some 
catch-up as far as modernizing its health care system and, as we 
try to modernize VA health C€kre, we need to look at our adminis- 
trative practices and our clinical and care mana^ment strategies, 
as well as the plmical assets supporting care deuvery.) 

And, finally, (5) the fifth genenc goal or purpose of our integra- 
tion efforts is to reduce imnecessary costs, to increase efficiency 
and, in particular, to free-up dollars that historically have been 
spent on administration and redirect those dollars into direct pa- 
tient care. 

I think having noted these five generic purposes that oiu* integra- 
tion strategy involves, it’s important to ^o note a few contextual 
things to provide some background for these efforts. 

^ The tot thing I would note in this regard, as I already men- 
tioned, is that facili^ integrations are really part of a larger net- 
work-based integration strategy. As we have discussed previou^ 
at many hearing the basic operating stiucture of the organization 
is now the VISNS. Althou^ care is delivered at specific sites and 
at facilities, facility integrations should not be viewed as an end 
product. These integrations are merely part of a larger process 
aimed at providing the continuum of care tot p^ple so ofto telle 
about, but which is, in fact, so rarety actually acnieved. 
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Also, as the VISNs develop integrated service networks, it is im- 
portant to realize that what a facility may do at a point in time 
may change because of larger network efforts. For example, two fa- 
cilities may be considering consolidation of their laboratory services 
or their radiology services and how consolidation or integration 
may improve those services, while there may be a VISN-wide re- 
view of a deUvery strategy of new technology that may affect these 
same services. For example, in some networks where inteo^tions 
are going on, there’s also efforts underway to implement teleradiol- 
ogy. Wmle the radiology service may integrate or consolidate at 
those two facilities in a matter of monffis or a year down the road 
all for good reasons teleradiology initiative progresses, and that in- 
tegration may be superseded by a larger effort to integrate radiol- 
ogy over the entire network as opposed to just at those two 
facilities. 

Similar situations exist for numerous other services that range 
frem f^ood service or laundiy to all the offier things that go into 
supporting a health care activity like a hospital. 

A second point of context that’s important to note, is that despite 
literally hundi^s of these mergers, consolidations, integraticms 
having occurred in the private sector, there has not yet been a sin- 
gle process, or template, that has b^n devised that addresses all 
of tne issues that are associated with the circumstances that 
prompt those integrations. 

Indeed, if we look at the 40 facilities involved in the 19 integra- 
tions that have occurred or are occurring in the VA from the per- 
spective of whether they are rural, urban or suburban facilities; 
whether they are tertiary care or non-tertiary care; whether they 
are academically affiliatM or non-academicailly affiliated; whether 
they provide general acute care, psychiatric care or extended care; 
or whether ffiey are small or memiim or large in size we find that 
by lool^g at just these five variables, there are no two inteCTa- 
tions that are the same. Each of the 19 that we have pursuM so 
far involve a different set of circumstances and dffierent conditions 
at the involved facilities. So, it has been difficult in our experience, 
as well as in the private se^r, to define a process tlmt fits all of 
the varying circumstances involved with integrated facilities. 

I also would note that these integrations have to be viewed with- 
in the context of all the change that is occurring outside of those 
facilities and in tiieir regions tnat make this a livmg, evolving proc- 
ess that can’t be viewed from just a single point in time. And wUle 
I know that there is a desire to look 5 years, or even 10 years, into 
the fiiture, nobody in health care today that I know of views 6-yeM 
planning, and certainly not 10-year planning, as at all realistic, 
^e nature of healffi care is changii^ so rapidly today that most 
people look in terms of 1 or 2 or 3 years down the road. There are 
just so many things that are chaining so rapidly that it’s impos- 
sible to make viable plans for 5, 6, 7 years into the fiiture. 

Another contextual point I would note — and I see tiiat the red 
light is on, so let me t^ to wrap thia up quickly — but another con- 
t^tual point that 1 tbinV is in^rtant to put on the table is that 
we are committed to having a ni^ degree of stakeholder involve- 
ment and participation in me decisionmeiking process. Quite sim- 
ply, if we are going to honor this commitment, it’s pretty hard to 
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have predetennined outcomes. If we are going to actually have an 
open and participatory process, it is hard to have pr^etennined 
outcomes where me stakeholders actually have a significant role in 
shaping what those outcomes are going to be. 

Mr. Everett. Mr. Chairman, I ask imanimous consent that the 
Doctor be given an additional 5 minutes. 

Mr. Stearns. Any objection to giving Dr. Kizer an additional 5 
minutes? 

[No response.] 

Without objection, so ordered. 

Dr. Kizer. Thank you, sir. I will actually try to wrap this up in 
less than that and D(rt usurp any more time. 

Let me just shift gears a lime bit. We think that, to date, the 
results of the integrations have been substantial. VISNs report well 
over $50 million worth of savings, and that they have been able to 
make quite a number of significant enhancements and expansions 
to care, and add clinicians as opposed to administrators and 
supervisors. 

Recognizing where the science of this process is, if you will, £ind 
the la^ of a single process or template that is followed elsewhere, 
we have tried to provide guidance to oiu* facilities and we have 
tried to inform ourselves as we go forward in this process. After &e 
first half-dozen integrations were pursued, we compiled a notebook, 
a ^debook if you will, and we disBeminated that. Now, after an- 
other year of experience, we are currently compiling the data and 
providing additional guidance to the field. 

It has been my intent, however, to not put in place any sort of 
process that is unnecessarily prescriptive. Recogmzing all the vari- 
ables that go into play, a rigid btireaucratic process that could stifie 
the creativity and innovation that are so important for these efforts 
to work. 

I have in my prepared comments indicated what the general five- 
phase process is that we are utilizing, and what a few of the steps 
are imdemeath that. This process will be part of the guidebook 
being developed for field use, which will provide additional detail 
regarding the steps and the p lanning efforts that need to go into 
future integrations of entire facilities. 

I would also note that in recognizing the absence or the dearth 
of literature that exists in this regard, I have requested our 
HSR&D activities to engage in a systematic assessment and eval- 
uation of these efforts, they are currently in the process of inves- 
tigating the integrationB that took place between January 1995 and 
Srateatoer 1996. 

Let me close by just saying that, so far, integrating our treat- 
ment facilities h^ produi^ veiv tangible benefits for eiroanding 
care. These integrations have allowed us to increase services ana 
functions, and we believe they are a very valuable tool to be used 
in pursuit of a network int^ation strate^. 

These changes, not surprisingly, have produced anxiety and some 
concern, indeed, in some cases, resistance by some of our stake- 
holders. The one concern that I hear most often expressed is the 
erroneous perception that the integration is a precursor to closure 
of one of tile involved facilities when, in fact, the integration is 
being pursued to improve the viability of the facilities and hope- 
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AiUy obviate the need for closure at some point in the future — i.e., 
so mat we cein continue to provide services at these facilities with 
the resources that we have. 

I recognize that the process is not perfect. Certainly, ex^rience 
in Ihe private sector has been variable. We are trying to improve 
our process, as I have noted very briefly here and we certainly wel- 
come suggestions from the GAO, from private consultants, from the 
Committees or from others, on how we can improve our process 
even more as we go forward, since we see this strategy as some- 
thing that we will continue to employ for quite some time to come. 
Tha^ you. 

[The prepared statement of Dr. Kizer appears on p. 61.] 

Mr. ^'EARNS. Our next panelist is Dr. Joan Cummings. Welcome. 

STATEMENT OF JOAN E. CUMMINGS, M.D. 

Dr. Cummings. Thank you, Chairman Steams and Chairman Ev- 
erett and members of the subcommittees. I’d like to thank you for 
the opportunitv to discuss the inteCTation of the Chicago Health 
Care Extern, tne Ltikeside/North Siae Divisions. 

I’d lixe to again state, as Dr. Kizer said, that the integration is 
just one element of a larger network strategy really aimed at ac- 
complishing five principal goals, and Fll relate these. Two specifi- 
cally network, one is increasing the access over the next 5 years. 
We would like to increase access to veterans in Chicago so that we 
are able to see 28,000 more veterans than we currently do. To do 
this, we need to establish care sites that are easier to access than 
the present hosmtals we have. For example, we would like to see 
veterans in ^e West Side Axistin area, very low access now, by es- 
tablishing a community-based clinic there. To do that, we’re ^ing 
to have to shift resources from established places to the new com- 
munity-based outoatient clinics. 

Second, we’d like to modernize the VA healflicare system, as has 
been mentioned. We have major needs in our VISN for investing 
in fiber-optic infrastructure and computers. Again, these kinds of 
savings that link xis and increase our efficiency are only found by 
developing savings and efficiencies in other areas so that we can 
redirert the resources into allowing us to practice the current state- 
of-the-art, bo^ medical practice and technology, which really 
means that today health care has really become primarily an am- 
bulatorv activity and in settings far more than just in our 
hospit^. 

Our third ^oal is optimizing utilization of our capital assets. We 
need to mammize the cost-enectiveness of our services. We must 
eliminate unnecessary duplication or redundancy of services and 
technology, consolidate low-volume special^ services, coordinate re- 
source <tecisions better, increase telemedicine usage, wd achieve 
better economies of scale and productivity wherever feasible. For 
example, one of our Chicago inpatient surrical services has an oc- 
cupemcy rate of about 30 percent. A gener^y accepted standard in 
health care is that this should be about 85 percent. 

We need to reduce costs. The cost of VA health care in Chicago 
has been substantially higher than in most of the rest of the na- 
tion. We must use our resources as effectively and efficiently ais 
possible, ^en in the absence of any budget imperatives, our VISN 
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needs to realign dinical and administrative proeroms to reduce 
their resource consumption. Ihe goal here is simply to bring VISN 
12 into better alignment with VA costs elsewhere. A significant 
part of the problem in this regard is the over-utilization of VA in- 

E atient care in the Chicago area. I want to stress that costs are 
sing reduced by making our programs more efficient, not by di- 
minishing the quality or amount of care we provide Chicago area 
veterans. We have in this VISN decreased our length of st^ — bed 
days of care — by such a d^ree that we have clceed 1,688 acute 
care beds across our VISN which etre no longer needed. These re- 
covered resources will be utilized to provide better, more accessible 
care to laiger numbers of veterans particularly in the outpatient 
setting. 

The fifth goal is to enstire consistently hi^ quality care. We are 
trying to ensure that VA provides consist^tly high quality care 
tl^u^out the Network as well as throughout the system. This 
will require more standardization of our services and better utiliza- 
tion of resources, including the elimination of certain low-volume 
services, and we need to do this more effectively than in the past. 

I would also like to take this opportunity to reaffirm my believe 
that both the Lakeside and West Side Divisions are essential. If we 
are going to a<^eve the five goals I just mentioned, we need to 
change how we provide these services, what the facilities provide, 
and how they are linked and coordinated. 

I have serious concerns about suggestions that the integration 
process should be delayed until a complete master plan is avail- 
able, and I’d just like to touch on that briefly, if I may. 

Since the decision to administratively inte^te the two facilities 
occurred, we set up an Intention Coordinating Committee, which 
you’ll hear more of later, ^at had not only representatives from 
those directly involved in the two divisions, but from all the medi- 
cal schools in northern Illinois and from VA staff outside of the two 
divisions, as well as a Stakeholder Council of all of our mmor 
stakeholders to grt input and receive input to that Integration Co- 
ordinating Committee. 

And I’d like to give a couple of examples of some of the things 
that have happraed in this integration that I believe are reasons 
to be pleased with its current success and look forward to better 
successes. 

Petit of the plan that this Integration Coordinating Committee 
did was to re-evaluate whafs going on. As you all know, there are 
long-time construction plans, we have resubmitted all of those to 
ffie Intonation Coordinating Committee and work groups to evalu- 
ate wheuier in the changing VA they are still necessary. 

As an example, there were two annography siiites &at were ac- 
tually in progress at the time this committee met to replace 
anmograpl^ equipment at both divisions. We developed a plan to 
look at these with data for the workload, the procedures done. The 
Integration Coordinating Committee and the work group decided 
there was no justification for two, and also decide that there 
should be one for the Chicago area and it would serve the nee^ 
of the veterans — and this is at a cost avoidance of $1.25 million, 
whi^ was the cost of the equipment and the cost of the contract. 
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In addition, it allowed us to delay any default on the contract or 
unreasonable delay in implementation. 

Tliere are other similar issues facing us, including orderir^ a re- 
placement cardiac cath equipment, wnere the Integration Coordi- 
nating Committee and its work groups are making significant rec- 
ommendations as we go forward m how to handle ttiis. 

The two divisions &ve eliminated 108 positions during our hir- 
ing fi'eeze. Man]^ of these were eliminated either through the buy- 
out or attrition in the expectation of the work groups recommend- 
ing a smaller number of employees and less 8ui)ervi8ors. 

Normal turnover has generated some vacancies which have been 
left unfilled in anticipation of the same outcomes. If we are not al- 
lowed to integrate and the work groups are not allowed to make 
their recommendations, we are ending up with longer-term vacan- 
cies that are more difficult to provide adequate service with. 

We are facing and in the middle of a reduction-in-force and a 
staffing adjustment in our VISN. Because of the integration, we 
have Ken able to avoid some separations. If we have to stop and 
we do these as separate integrations, the reduction-in-force may go 
far deeper into both divisions and eiffect far more employees. 

Eleven out of the 33 groups are finished and have had their rec- 
ommendations in. One of them is a recommendation from Nutrition 
and Food Service for consolidation of food services at one place and 
eliminating the other kitchen. That recommendation is in the proc- 
ess of planning to implement. Again, if we were delayed, we would 
end up still ftmctioning with two kittens Eind lose the savings that 
would accrue to us firom that. 

And, finally, all of our minor construction and NRM projects are 
being sent to the ICC for their review, to review that in view of 
^e overall mission that’s been develop^ for this new VA Chicago 
Health Care. Going back to those orminal plans and doing those 
projects without this review I think also would cost us additional 
^ds and would make our budget challenge more difficult to 
acc^t. 

We plan to proceed with the Coordinating Committee and the 
stakeholders and keep them informed as much as possible, and I 
theink you very much for the opportunity to present this overview. 

[The prepared statement of Dr. Cummings appears on p. 68.] 

Mr. SraARNS. Thank you. Dr. Terrence. 


STATEMENT OF DR. CHRISTOPHER F. TERRENCE 

Dr. Terrence. Good morning, and ffiank you for this opportunity 
to discuss the Integration Coordinating Committee of the VA Chi- 
cago Health System. At its first meetmg, the Integration Coordi- 
nating commi^e decided that we would proceed in forming char- 
tered work groups with the approval of the Medical Center Direc- 
tor. These groups were service specific and were charted with de- 
veloping a proposal for integrating specific services. Th.e goal of the 
group was to produce a health system that would maintain the 
quality or enhance the overall service to the veterans while mini- 
mizing the costs inherent in operating two hospitals with similar 
missions in close proximity. 

The Committee decided to start with services that were relatively 
noncontroversial in order to prove that the process was valid and 
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could be accomplished in the context of the VA Chicago Health 
System. 

When a group completed its proposal, the proposal was submit- 
ted to ^e Integration Coordinating Committee for its review and 
subsequent recommendation to the Medical Center Director. The 
proposal was also reviewed at the Stakeholders Advisory Group by 
the chairmen of the various chartered work groups. The rec- 
ommendations ^m the Stakeholders Advisory Group were brought 
forward to the Integration Coordinating Committee m order to pro- 
vide maximal input into the deliberations of the Integration Coordi- 
nating Committee. 

In order to keep the staff at the two divisions up-to-date on the 
process of the Committee, we have used a number of formats to 
achieve this goal. The Chair of the Integration Coordinating Com- 
mittee has had four town hall style meetings at the Lakeside and 
West Side division. These meeting had two goals; first, to present 
the activities of the Integration Coordinating Committee and, sec- 
ond, to seek information from the staff at the two divisions con- 
cerning the ^ture process of the Integration Coordinating 
Committee. 

These meetings were extremely well attended and had a of infor- 
mation brou^^ht forward. There also have been regular updates of 
^e progress of the Integration Coordinating Committee in the VA 
Chicago Health Newsletter. Also, the committee’s minutes are put 
on the hospital computer syste:.- available for all those who have 
access, and they are also placed in the libraries at the two 
divisions. 

By July of 1997, over half the work groups will have presented 
their recommendations to the ICC. Up until now, most of the rec- 
ommendations have been forwarded to the Medical Center Director 
wi& little changes. A few have been referred back to the service 
work groups for more information. As one can see, the process is 
very nme consuming, but the Committee believes that it is very 
worthwhile m that it involves the maximum number of people in 
the proposing process. Until the inception of the Integration Co- 
ordinating Committee, there was veiy little active participation by 
the two divisions in coming up with joint plans as to consolidation. 

As of this date, the ICC has approved the goals and mission 
statement for the VA Chicago Hemth Care System. The ICC rec- 
ommended the consolidation of audiolc^* and 3peech pathology, 
chaplain, dental, environmentol management, lio^pital based pri- 
mary care, information resources management, neurology, nuclear 
medicine, nutiition and food services, pharmacy, police, and many 
others. In addition, ^e Committee has also recommended the re- 
placement of angiography equipment at &e West Side division, and 
the replacement of the caimac catheterization equipment at the 
Lakeside division. The Committee also approved the integration of 
pathology and laboratorv medicine services. 

In the next few mon^, we will complete the large service work 
groups. This will include such services as medicine, surgery, psy- 
chiatry and nursing service. Althou^ these are the largest services 
to be dealt with to date, I think the Committee has built up a track 
record of accomplishment that will allow us to deal with the thorny 
issues of afiilianon interests and placement of bed service facilities. 
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In order to facilitate the process among the bed service working 
groups, the Medical Center Director and I have been meeting wi£ 
the Chairs of the bed service chartered work groups sudi as medi- 
cine, surgery, psychiatry, and nursing on a mont^ basis to facili- 
tate interservice planning that will be necessary for a coherent 
proposal. 

In order to review what we have done in the Committee, there 
will be a proposed brou^t forward in the Jiily meeting to develop 
measures of the integration process. We expect either m the Com- 
mittee or in tibe various work groups to propose to the medical cen- 
ter management the types of measures that should be done in the 
future to ensure that the integration has achieved its stated goal 
of maintaining the quality and enhancing the access of care for vet- 
erans in a cost-effective manner. I exp^ these measures will in- 
clude the usual quality management activities, but I expect the 
work groups to also recommend very service spe^c measures. 

In summary, I believe the Inte^ation Cooroinating Committee of 
the VA Chicago Health System has worked very dmgently in set- 
ting up a process and freunework for the integration of two tertiary 
care hospitals. This Committee would have never been successful 
without the support of the four medical school Deans, the union 
representatives who have contributed greatly, the Chair and mem- 
bers of the stakeholders group and other veteran service organiza- 
tion representatives. 

Thank you, Mr. Chairman, for the opportunity to present this 
brief overview of the Integration Coordinating Committee of the VA 
Chicago Health System. 

(The prepared statement of Dr. Terrence appears on p. 80.] 

Mr. Stearns. Themk you. Mr. Goff. 

STATEMENT OF JAMES A. GOFF 

Mr. Goff. Thank you, Mr. Chairman and members of the sub- 
committees. It’s a pleasure to have the opportunity to tell you 
about the positive experience of consolidating and integrating the 
Palo Alto and Livermore VA Medical Centers. 

As has been stated earlier, there are really two reasons to do 
this. The driving one, as far as I’m concerned, is alwa}r8 to improve 
the quality and quantity of patient care. Obidously, you want also 
try to save some resources or redirect them to hmp with the first 
effort. 

In Palo Alto and Livermore, there was a histoty that went back 
to about 1989 when Livermore was affiliated wim Stanford. Palo 
^to had been affiliated before then. Since then there has been dis- 
mission, althou^ no action, and no one really believed it was going 
to happen, about consolidating these two facilities. 

When I came to Palo Alto, I was given three charges by the Re- 
gional Director. One was to get our hospital built, wffich is of some 
mterest to vou, and another was to fully integrate tiie Menlo Park 
and Palo Alto campuses which, although operated as a single facil- 
ity, really functioned as two separate ones. And the third was to 
consolidate the Livermore and Palo Alto VAs. 

Those three things have all been accomplished. Essentially, we 
did the latter when the Director left at Livermore and the Re^onal 
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Director was able to put in a Director who understood going in that 
his charge was to integrate those facilities. 

We were proceeding edong about a 2*year plan to do that when 
he (the new Director) took the buyout and I was made Acting Di- 
rector there, lliat sped things up, which was both good and bad. 
It was good because we were able to make it happen faster. It was 
bad because the s^tem really wasn’t ready to respond to an inte- 
gration proposal. And being the first one doing anything is always 
a little difficult. 

Among the things we did to make this happen that were of par- 
ticular importance, we involved the unions early on. Even as the 
Director were meeting, we got the unions together with manage- 
ment and had them involved fium the beginning. 

We also involved the other stakeholders from a very early point 
in time, and I think these two ffiings were key to us not having 
m^or problems. 

Following are some of the actions that I think are important to 
a successfid consolidation, I think we have to develop a single man- 
agement and do that early in the process, and we did that. You 
have to have a lot of communication, and that’s not just fium the 
staff but from the Director. We had town hall meetings, retreats, 
one-on-one meetings with people, lots of interaction, and that has 
to be ongoing. 

And in that process, you have to tell p^ple things they don’t 
want to hear sometimes, but I think it’s important that you do 
that. 

We, as I mentioned, developed a labor-management partnership 
whi(^ has actually been recognized as one of the better ones in the 
country, and we did that even before the consolidation. With the 
unions at Irath places, we got together and had a common partner- 
ship agreement. 

We also, at the time, promised that we wouldn’t conduct a RIF 
in conjunt^on with the consolidation. We did stick by that, but 
later on budget concerns did force us to conduct a RIF. It was not 
because of me consolidation, and the unions understood that be- 
cause they had been involved from the beginning. 

One of the things, as I said earlier, you want to demonstrate is 
improvement in patient care. As I was preparing for this, I got a 
letter just the day before yesterday from a veteran that probably 
explains it better than anything else. It says, “I am writing to tell 
you how pleased I am with aU the new improvements at the Liver- 
more VA. *^ 01:6 is so much less waiting, the appointments are on 
time and are much improved. I am really impressed by the tele- 
phone care program. It makes thing s much easier now to make a 
trip to the hospital. I have been usin^' the VA health service for 
about 10 years, and this is the best it has ever been. I am not 
much for writing letters, but tiiis is one time that I thought I’d bet- 
ter write”. I thouAt that probably said better than I could say 
what the results have been and what you want to get out of a 
consolidation. 

There are some important things that have to be done that aren’t 
easy to do. You have to int^ate your databases, your computers, 
your fiscal s^tems, your telephone equipment. You have to worry 
about mundane things like name change and station numbers and 
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organizatioiial charts and infonninf people that vou now have one 
organuation where there xised to be ^o, t^t here’s going to be 
one report instead of two, and congressional correspondence has to 
be directed properly — ^lots of things that don’t come to mind imme- 
diately when you b^in tins process. 

And it's pa^culany important you be sensitive to the employees, 
especially the mid-level managers because Oiey are the ones who 
can subvert this thing, but they are also the ones usu^y most im- 
pacted by tile consolidations. 

In summary, while each integration is unique, I believe that the 
th^s I mentioned are probably common to all. And we had some 
th^s going for us like advanced planning and a common affili- 
ation. We ^0 had radically different cultures, long-standing ri- 
valry between the two places, the administrative delays because we 
were the first and the laige versus small fa cility issue. Some of the 
results were that we sav^ immediately 78 FTe and about $5 mil- 
lion including significant contract hospital savings, more veterans 
were served, waiting times reduced, access to care was improved, 
and quality was improved. We have now a seamless referru proc- 
ess and efficiency is better. WeVe done more care wi^ rei^ced 
budgets. We are actually treating more veterans now ^an we did 
before with the two separate facihties. 

Livermore has a new lease on life. The issue has been raised 
about people worrying about one of the facilities being closed. That 
could have happened to Livermore had the consolidation not taken 
place. 

Palo Alto has the advantage of having an expanded primary care 
base. And remember that ^ this has taken place while lots of 
other changes are going on in the VA system that have already 
been mentioned here, and it’s very hard to sort out what is cause 
and effect. I’m eisked often with the consolidation — exactly how 
much did you save, exactly what did the changes cost in the way 
of morale and other stuff. Vou cannot sort that out fi^m the other 
things that are happening in the system. 

In summary, I’a just say that consolidation is not an end in it- 
self, it’s a means to the greater end of improved service to veterans, 
and I think if we keep^that in mind as we do these consolidations, 
we will be successful. Thank you. 

[The prepared statement of Mr. Goff appears on p. 83.] 

Mr. STEARNS. I thank the gentleman. 

Mr. Smith. 

STATEMENT OF DENNIS H. SMITH 

Mr. Smith. Good morning, Mr. Chairman, members of the sub- 
committee. It is my pleasure today to share with you the Depart- 
ment of Veterans Affairs’ e^ierience with integrating the VA Medi- 
cal Centers in Maryland. There are five of these facilities. The Bal- 
timore VA Medical Center, which is a tertiary care facility that has 
163 acute operating beds, and is affiliated with the University of 
Maryland Medical School. The Fort Howard Medical Center is a 
subacute and rehabilitation facility tiiat has 154 hospital operating 
beds. It operated a 47-bed nursing home until 1996 when we closed 
it and opened the new Baltimore Nursing Home located at Loch 
Raven Boulevard. The third facility is the Perry Point VA Medical 
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Center, which is a psychiatric long-term care facility with 305 hos- 
pital beds, an 80-bed nursing home, and a 25-bed domiciliary. The 
Cambridge Outpatient C lini c is located on the Eastern Shore of 
Maryland and approximately 92 mUes from the Baltimore facility. 
We accommodate approximately 17,000 outpatient visits there a 
year. And, finally, the Baltimore Rehabilitation and Extended Care 
Center, which is a fi*ee-standmg 120-bed nursing home that we 
opened in August of 1996. 

The Maryland integration process was approved March 17, 1995. 
Our integration was one of two that involved three medical centers. 
In July of 1995, the senior management of the Baltimore and Fort 
Howa^ Medici Centers merged, and in November of 1995 the 
Perry Point facility joined the integration. That was really the be- 
ginning of the integration. 

I came to the integration process about 4 months into its start, 
and I identified five things that we needed to do in our process to 
get the integration moving forward. 

The first thing was to improve the stakeholders involvement in 
what we called our Executive Council, which was the main body 
that was overseeing the integration. 

Second, we needed to develop a written communication plan, as 
was mentioned by Mr. Goff, a very important part of the integra- 
tion process. 

Third, I did not feel that our current organizational structure 
would be sufficient to manage the integration process. We rede- 
simed our organization to include service lines. 

Fourffi, we needed to develop a strategic plan, which we did, that 
identified areas where we could improve our medical care to our 
veterans, reducing beds and consolidating services. 

And, fif^, I thought we needed to take a business planning ap- 
proach to all of the above. When we decided that we weinted to look 
at an area to consolidate, we developed a business plan before mov- 
ing ahead. 

Major accomplishments. The primary goal of the integration, as 
was said, is to improve patient satisfaction, improve access, in- 
creEise efficiency, and enhance Quality. These goals were the driving 
force behind designing and implementing a new integration organi- 
zation, and every accomplishment throu^ the process can be di- 
rectly associated with one of these goals. Although we had many 
accomplishments, our major accompushments were in the areas of 
program consolidations, cost savings and reinvestment, staff reduc- 
tions, organizational redesign, and stakeholder involvement. 

Some of these accomplishments include reducing our FTEE by 
297, closing 232 inpatient beds, redirecting our emphasis fiom in- 
patient to outpatient, opening a 120-bed nursing home, opening 32 
substance abuse transition^ beds, and opening 25 domiciliary 
beds. We did aU this while receiving the highest scores at all three 
medical centers for our Joint Commission Accreditation. Oxir aver- 
age score was 95. We also ffid it while meeting all the target per- 
formance measures set out by Dr. Kizer and exceeding four of the 
six incentive measures. We avoided any major opposition from em- 
ployees, veterans groups, unions, affiliates, and congressional 
delegates. 
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We believe our intense efforts dedicated to commxmicating with 
our stakeholders during this process was instrumental in the suc- 
cess of our intonation. Many mediums and techniques were used 
for this communication. For examnle, newsletters 800 toll-free hot- 
line niunbers, electronic mail, work groups, open forums, and indi- 
vidual meetings with constituents such as congressional members 
and unions. 

In addition to the financi al benefits associated with the accom- 
plishments mentioned above, the VA Maryland Health Care S^- 
tem has transformed itself into a modem business entity capable 
of delivering q uali ty services ti^t meet community standards and 
address busmess trends. 

The savings generated through the integration process has en- 
abled us to manage budget constraints wimout the need to imple- 
ment reductions-in-force. More importantly, health care services 
available to our veterans have been enhanc^ tremendously due to 
the creation of a seamless continuum of care managed by one exec- 
utive team. 

In conclusion, we have accomplished a minimum cost-savings of 
approximately $15 million, reduced full-time equivalent employees 
by 297 while simultaneously expanding and improving patient care 
services to our veterans. 

We have enhanced the continuum of care to veterans, reduced 
duplication cf services, enhanced quality, shiftec^rogram emphasis 
from inpatient to outpatient. We helieve our efforts have met the 
intent of the inteCTation in a means that is mutually beneficial to 
our stakdiolders.^ai^ you, Mr. Chairman. 

[The prepared statement of Mr. Smith appears on p. 91.] 

Mr. STEARNS. ThEmk you. Fll start with my first question for Dr. 
Kizer. 

The GAO appears to take the view that the VA would benefit 
from developing discussing with the stakeholders — for the Mem- 
bers, the etuwolders, I understand, are the associated interest 
groups wi^ the hospi^, veterans union, teaching hospital-associ- 
ated and, I might add, that includes the Members of Congress, 
liieir position u a very detailed integration plan should be pre- 
sented to tile stakeholders, lliat’s what the GAO is sa}dng. 

I guess the question is, do you agree? 

Dr. Kizer. Let me respond to t^t in a couple of ways because 
we actually have some experience now pursuing that approach as 
well. First, we have made a judgment that there was a necessity 
to move forward and implement many of these cluinges which, 
frankly, for lack of a better term, were no-brainers. There were a 
lot of chains that needed to occur that would enhance care and 
improve emciency, so the judgment was made to move forward 
wi& these (recognizing that tiiere was no agreed upon process any- 
where at the outset) and refine the process as we moved forward. 
We have divided &e potentially integrating facilities into three 
tiers. F^t, would be those that we thought would be relatively 
easy to accomplish and which were expected to be straightforward 
and which would quickly produce benefits and rive us experience. 
A second tier, which we are now wotking with, which would be 
those faci1itii|w perceived to be more difficult to int^rate for a vari- 
ety of reasons. And then, finally, there is a third tier that is felt 
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to be even more difficult and which we will hopefiiUy approach at 
sometime in the future. 

Having said that, I also would go back to a philosophical posi- 
tion. We felt that the stakeholders should be involved in the deci- 
sionmaking process and in the development of the plans. That is 
the tact that we have taken. We have hied to involve all of the 
stakeholders, whether they are academic or the veteran 

service organizations or o^ers, in the development of these plans. 
That is, not surprisingly, sometimes a messy process because of the 
variable needs and desires of different people for information, the 
various positions that they come with, the vested interests that 
they represent, and all the other things. Again, we philosophic^ly 
felt they should be involved in from me beginning, as opposed to 
delivering them a detached plan that wcwd appeeir as a fait 
accompli with stakeholders not being involved in its development. 

The third point I wo\Ud make is that we have looked at ffie sug- 
gested approach in the case of Boston. A decision has not yet been 
made as to whether or not we are going to pursue integration, al- 
though everyone agrees that it should be done. We utilized an out- 
side consult^t to actiially do a tot of work and develop a detailed 

S ian, and they developed a recommendation. At Uus point, I now 
ave two 8ta<^ of letters from advocates for the Jameiica Plains 
facility in Boston, and the Brockton/West Rocksbury facility, and 
the stacks of letters are about equEiUy high, one recommending that 
we go with the consultant’s plan, eind ffie other stock from those 
who say that the consultanrs detailed plan doesn’t make sense. 
And so we will have to work throu^ that process. 

So, I’m not sure, frankly, that developing a plan without the 
stakeholders’ involvement a(^ally speeds up the process or makes 
it any more expedient than involving the stakeholders fi^m the 
beginning. 

Stearns. VA could probably develop a theoretical plan that 
represents what the VA minka outcome should be, and then 
discuss it with stakeholders, and say this, in our opinion, is the 
best way to do this. You seem to say that you would not want to 
present that theoretical plan to ffie stakeholders and say to them, 
okay, here's what we tnink in detail, what do }^u think, even 
knowing they were resistant. I mean, you seem inclined not to 
want to develop and present a theoretical plan to them. 

Dr. Kizer. I think it really goes to the level of detail. In all of 
the integrationB ^at we have pursued, we have started with some 
generic goals, some of which I discussed, and then amplified them 
in the specific situation with some of the specific goals that we felt 
would be achievable. However, we wanted other people’s involve- 
ment and participation in that process to see if our thinking made 
sense before we actually got down to the implementation details. 

One of the things that we have found, and I think members of 
the subcommittees can probably comment on this as well, is that 
when we do go out and say we think this is what may make sense, 
the next thing I receive is a letter from a member saying that the 
VA has decided to do this (whatever “this” is) without the benefit 
of an^ stakeholder involvement and you question how can VA come 
to this conclusion without involving people in the process? 
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Even though it may be simply a musing, or maybe a little bit 
more than a musing, and it womd appear tliat the proposal com- 
bine these services would make sense, people tend to translate that 
into a decision or determination that that is w^t is going to be 
done, even when it is presented as just a consideration or some- 
thing that we want to work throu^ in detail. I know that you can 
appreciate the sensitivity in deali^ with the various interests that 
are involved in the process and how they may take even very ten- 
tative bits of information and come to conclusions that may not be 
sound, or at least not at all what you intended. 

Mr. Stearns. I understand. I can appreciate the delicate balance 
that you have. 

Mr. Goff, is there anything you would want to add just briefly 
to this? I understand from stw that since you’ve been very success- 
ful in the consolidation process in your experience, you mi^t just 
add a few comments. 

Mr. Goff. Our experience was, as I said earlier, the first one 
and, in our case, a decision was made up front fliat we were going 
to consolidate. Once that decision is made, then the involvement of 
the stakeholders is extremely important in deciding how you’re 
going to do it. 

If you’re going to involve them in making the decision in the first 
place, as Ifr. iuser was just discussing, that was not our experi- 
ence, so I can't comment on that part of it. 

Mr. Stearns. I thank you. 

Dr. Kizer. Let me iust add one thing because there’s a nuance 
here that may be usenil to put on the table. There is really two as- 
pects of the integration that have to be viewed. One is what is 
o^n called in the private sector the “functional’’ integration, which 
is the man^ement intcCTation, which is the decision that we have 
generally, in the case of Palo Alto and others, made when it made 
sense to merge or integrate the management of the facilities. And 
then there is the much more difBcult process, the one that people 
have much more interest in, concerning how the care is actually 
goin^ to be provided, how the various clinical services will be ap- 
porti^ed, and how that will sort out. 

So, there is an administrative or mana^ment phase, and then 
a clini^ or clinical service phase, which is the one that ^mically, 
in the private sector and in our experience, takes about 12 to 24 
months to sort throu^ all of the details. 

Mr. Stearns. My ^e has expired. Mr. Gutierrez. 

Mr. Gutierrez. Thank you ven much. Welcome, Dr. Kizer and 
Dr. Cummings, and to the rest of the panel, very interesting testi- 
mony this morning. 

I guess the coordination of all of the different groups is probably 
one of the most critical and essential components and, as we began 
this process, particularly in VISN 12, I remember being at meet- 
ings Doth here in Washington and in Chicago, where preliminary 
questions were being a^M — basic kinds of questions were being 
asked — and very few, if any, answers were being given to those 
questions, so tlmt it wasn’t a question of even what is the whole 
plan that &e VA has, but what is the plan. And the plan usually 
center^ around, well, we’re going to integrate Lakeside and Wert 
Side, and where it makes sense to int^rate things and where 
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there ie cost-savings, we’re going to do that. And someone would 
say, well, can you give ua five specific examples of areas that you’re 
going to look at and, really, there weren’t a lot of answers coming 
back Eis that crocess began. 

And much nas been said about ttie stakeholders and the involve- 
ment of the stakeholders. And I don’t remember, and I'm sure 
youll refresh my memory, that there was a lot of involvement of 
those stakeholders because those stakeholders were kind of run- 
tung around the city of Chic^o from congressional office to con- 
gressional office, and from Senator to Senator, and ^m place to 
place, sa^g will you help xis, we’d like to get some answers. And 
so we asked for the GAO report that will hopefully come out by the 
fall of this year to let us know what’s going on in Chicago because 
it’s a very serious process. 

As a Member of Congress, people ask me, when I present legisla- 
tion, "Well, Con^essman, what is Ihe impact of your legislation on 
this population m three years, in five years, in ten years”, “Con- 
gressman, you have to be very specific when you introduce this leg- 
islation in terms of what its ramifications for everything else ar^. 
And as Members of Congress, we kind of say, “Here’s our legisla- 
tion”. Here it is for the public. The newspapers get it. All the dif- 
ferent groups get it. Everybody gets to take it apart, criticize it in 
open and in public, and wen we have hearings and we move for- 
ward, and I guess that’s my basic point, both Dr. C umming s and 
Dr, Kizer, that when we say, well, we’d like to see a little more and 
we’d like to know a little more, I guess it is in part based on our 
own experience about how we go about telling people what we’re 
going to do. I know that complicates matters. 

Let me say that I think tnat the process of communication has 
greatly improved and is greatly enhanced, at least in my experi- 
ence m the city of Chicago. And, you know, I know that Dr. 
Cummings specifically — not you, Dr. Kizer, so much because you 

f et it here in Washington, DC, so you get to meet with the fine, 
istin^shed congressmen from the Illinois Delegation, including 
myseu— Dr. Cummingr gets it a little rawer over there back in Chi- 
cago with everybody coming together fit>m the community, and so 
she has quite a different experience. 

So, let me just ask, as we look back at how we did it — ^you know, 
where we’re at in this process — is there anything we could have 
done better? What are those areas that we could do better, and 
what have we done to correct them in this very immediate phase 
because I know you can’t tell me where we’re goW to be next year. 


you 

Dr. C ummin gs, if you would. 

Dr. Cummings. Thank you. Actually, I’m very pleased with that 
question because I think tiiat there are some things that we’ve 
learned from this, and I t hink Dr. Kizeris comment about the man- 
agement structure, when we made the decision to work towards the 
inteCTation of management, what I would have done is to have both 
the Integration Coordinating Committee and especially the Stake- 
holders Council, start earlier. 

I think one of the key success pieces for the integration in West 
Side and Lakeside that I think is going reasonably well, has been 
the Stakeholders Council. It’s chairod by a nation^ representative 
member of one of the service organizations, it includes congres- 
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sional folk, staffers, it includes service organizations, commimity 
people, and that contribution to the openness of the so-called “func- 
tional” thing when you begin to decide where do you put an 
angiography suite, how do you consolidate labs, I think has given 
us a view that has given the whole process credibility. 

So the biggest thing I would have done is at the time we were 
looking at the decision to administratively integrate West Side and 
Lakeside under the same m£inagement, I would have put together 
that Stakeholders Council up fiont, even when we had not maybe 
had as much of a decision because I think the question, in Chicago 
certainly, when we began as the VISN started to identify areas 
that needed addressing through data, when we began to look at our 
occupancy rates and our utilization of inpatient services, we did not 
get very feir into that process before a lot of stakeholders got very, 
very interested in it. 

So we really had had no ability to collect the data before the 
stakeholders got it, and my concern, I think what I would do is, 
one, to enhance that and st^ it earlier. 

Mr. Gutierrez. So, before we start the process, we get everybody 
involved eind we tell them we’re going to start the process, and 
we’re going to figure this thing out together, because I think. Dr. 
Cummings, maybe you’ve hit it on the nEiil. If you start something 
and &en everjdjody who is affected — or a lot of people, not every- 
one — but a lot of prople that are affected find out about it and then 
they come and they say, well, what are you going to do, and you 
say, well, we’re just starting to try to figure that out ourselves, I 
can see how people — ^you know, it can get very confusing for every- 
b^y and very tense for everybody, so I think that’s good. 

Mr. Chairman, I’m going to ask unanimous consent that the 
Members’ statements and follow-up questions and answers be 
made part of the hearing record because I have some questions 
that I’m going to submit to the panelists. 

Mr. Stearns. Without objection, so ordered. 

Mr. Gutierrez. And, secondly, Mr. Chairman, I just want to end 
by saying thank you once again, and I’d like for ^ of us to go to 
Chicago. With all deference to our fine, distinguished guests here 
^m other States, Fd like to go to Chicago to see where this proc- 
ess is working, and have the Members of the committee here from 
the veterans commimity and all the stakeholders about how this 
process is working out there, so that we can get some more ex- 
change out in the field before the report comes out, so we're not 
prejudiced by the GAO report. WeVe got something of our own out 
in the city of Chicago, ana I welcome you all there. Lunch is on me, 
anyway, for all the Members. 

Mr. Stearns. Thank you, appreciate the invitation. 

The committee is going to adjourn and reconvene after the vote 
which is on &e House Floor, and I appreciate your indulgence. 

[Recess.] 

Mr. Stearns. Well reconvene the joint hearing of the Health and 
the Oversight and Investigations Subcommittees. 

Mr. Peterson, would you like to have your questions? 

Mr. Peterson. Tha^ you, Mr. Chairman. 1 appreciate all the 
witnesses’ testimony. 
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Dr. Kizer, as you probably are aware, we are in the process of 
starting to look at an integration in Minnesota, including a hospital 
in my District of Minneapolis, which a lot of my folks view as the 
enemy, so 3rouVe got problems to start with with that whole deal. 
And I’ve been brimed by your folks out there, and the process has 
been kind winding up here a little bit. 

But to be reed blunt about it, you’ve got big problems out there 
because the entire veterans community, so far, is pretty much unit- 
ed against this idea. The veterans service officers sire extremely 
concerned about it. I think almost everybody now has tsJcen an offi- 
cial position against it. And I’m not sure that’s the rig^t reaction, 
but there’s a lot of different things involved in this. 

My concern is that if this process — IVe been told by your people 
out there that as we work through this, that yoa’ra going to brmg 
all of these people onboard before we move ahead with this, and 
I think, frankly, if we don’t bring these people onboard it isn’t 
TOing to work. ^ is that, in fact, how thia process is going to work? 
Are we going to work through this and get everybo^ comfortable 
with it before we move ahead with it? Can I get that assurance 
from you as well as from your people out there? 

Dr. Kizer. As you know, the decision has not been made. Indeed, 
even a recommendation from the network director has not been 
mEide. They Eire in the exploratory phase of determining whether 
this is something that programmaticallv, managerially, politically 
and otherwise mEikes sense eind is feasible to do. 

I was out there for a field hearing in Minneapolis a couple of 
months ago, and had the opportunity to discuss the issue with 
some people, and I know that there are significant feelings and 
emotions on the subject, not xmUke a number of other places. And 
I think, as other witnesses would testify, that’s generallv the first 
reaction in all cases. What the process has to do is work through 
some of these issues, including involving the stakeholders in me 
process. 

But they have to, first, view it as something that’s going to be 
fair Eind open, Eind that integration is not a precursor to closure of 
one of the facilities, eind then they have to gain some comfort that 
there really is an opportunity to expand services, and to address 
some of the problems and deficiencies that may exist with the 
current array of services. Notwithstanding the good iob they may 
already be doing, they can do better, Eind that’s someming that the 
VISN Director and stakeholders have to work through. At the point 
where the positive benefits for the veterans of both commxmities 
can be demonstrated I think you actuEiUy CEin move forward in 
more of a planning mode. But at this point in your district VA stEiff 
are still out working with stakeholders and ei^loring the possibili- 
ties. 

Mr. Peterson. Well, I think I appreciate that. I think your folks 
have an idea where this is going, and theyVe relayed that to me. 

One of my other concerns is that if tiiis thing proceeds, eis I un- 
derstand they’ve envisioned it, at least at the administrative level, 
they would be opening up some kind of oumatient fadU^ in St. 
Cloud and then the hospital would be in Nunneapolis. That’s all 
well and good, you know, and it may make some sense, but my con- 
cern, and I t hink the concerns of me people that live further out. 
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is how can we be £i88ured that that is goii^ to be maintained, and 
that somralace down the road that ou^atient is going to be elimi- 
nated and we’re going to end up being a nursing home and a psy- 
chiatric hospital, and then people have to travel to Minneapolis. 
That is a big proolem because we have such a huge State. 

So, say that this tHin g goes through, what assurance do we have 
that this is going to be the situation for the long-term, if that’s 
something you can answer. 

Dr. Kizer. Well, there are a couple of things. First, these are 
questions that have to be addressed during the process of develop- 
ing the plans, and second, not knowing whether they are even 
going to recommend consolidation, I am somewhat in a com- 
promised position as far as what I can say about the long-term 
plan. 

Mr. Peterson. Well, you’ve been through this with some other 
facilities and, when toey are completed — mean, what assurance 
do we have that toat’s going to then hold, or that you’re not going 
to come in in ano&er 5 years, because of budget pressure or what- 
ever, then decide that you've got to do some more. What assur- 
ance do we have toat ^s is going to last for 20 years? 

Kizer. Well, I think we have probably the same assurance 
that we are going to have an adequate budget, same assurance that 
you are going to give me that you’re going to keep our funding at 
a level that we can provide all mose services. 

Mr. F^terson. I don’t know if theyll let me do it. 

Dr. Kizer. Well, if you can speak for the Congress, and I can 
take that to the bank, then okay. I am not sure that I can do that. 
I mean, that’s basically Ihe dynamic that we have to deal with. We 
don’t generate our own hinds, even though we’re trying to actually 
divers^ our hmding base. 

Mr. ferERSON. I understand what you’re saying, but that’s also 
the concern of the people out there. 1 mean, we go through this, 
nnH then if &e bu(^t cuts come — politically, we can’t sustain 
against Minneapolis. They’ve got four Representatives and we have 
one. That’s part of the problem that weVe got to deal with here. 
I Imow we’ve got some dmcult issues to work through. 

C^e other thing before my time runs out, in your testimony you 
talked about there being four facilities where there were problems, 
out of the 40. W^t were the problems? Were they problems like 
this 

Dr. Kizer. There are four facilities or two inte^ationB that have 
been most visible. Lakeside and West Side in Chicago, and then 
the two in Mr. Everett’s District in Alabama, Montgomery ^d 
Tuskegee, which we are currently in the process of working 
throu^. I guess I referenced those figures to indicate that if, over- 
all, we are looki^ at 40 facilities, and four of them have been dif- 
ficult or more difficult th£m others, the flip side of that is about 90 

g ercent of them have gone pretty well. Overall the process, as Mr. 

mith and Mr. Goff Iwd discus^, has worked quite well. There 
are interests and issues that have to be worked through, but, by 
and large, the end result has been very positive. Back to the ques- 
tion you asked before, perhaps flie assurances that your con^tu- 
ents need to hear are some m the lessons and some of ffie advan- 
tages that have accrued from places where the process has gone to 
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completion and they can actually see how services have been es- 
panded and increas^ and how access and timeliness have been im- 
proved. I tbinb ^at’s part of the dialogue that needs to occiu* over 
time. 

I tViinlc your comment also goes to another point that was raised 
by Mr. Gutierrez earlier about when you start 8 a 3 dng things and 
puttu^ a plan out, how that immediatd^ encoders a response by 
the airected parties, and that is a very fine line to walk as to how 
much information, and when do you provide the information so as 
not to polarize people before you even have a chance to present 
your case. 

Mr. Peterson. Thank you. Thank you, Mr. Chairman. 

Mr. Stearns. Thank you. Mr. Everett. 

Mr. Everett. Thank you, Mr. Chairman. Welcome, Doctor, you 
flwri your staff. Let me just comment briefly on something that’s al- 
ready been said, and that is that I’m not sure we can compare the 
mergers and integrations in the private sector to those ox VA. As 
a siibstantive matter, I ^ess you could do that, but I would like 
to point out that it has been pointed out that the sensitivities in- 
volved are not necessarily the same, and I recognize that you recog- 
nize ^at also. 

How would TOu define a successful inte^ation outcome? 

Dr. Kizer. 1 think a successful integration outcome would be de- 
fined as to whether those five generic goals are met. Have we actu- 
ally increased accessibility to care? Can we show that the consist- 
ency and the pre^ctability of ^e care is better than it was before? 
Have we improved ^e timeliness of care? Are we better utilizing 
by demonstrable data that Uie facilities have more productivity and 
they are a^eving better results, and other tilings that are listed 
as far as those five generic criteria. 

Mr. Everett. I know this is a little bit elementary, but I know 
you have devices for meeisuring that, and would you describe some 
of those measuring performance devices, or devices for measuring 
performance that you just described? 

Dr. Kizer. Sure. The measures range the gamut, depending on 
what specific variable you are looking at. If you are looking at ac- 
cess, for example, you can look at the timeliness — ^i.e., how long do 
people have to wait to get a scheduled appointment. How long do 
they have to wait to see a caregiver when they arrive at a facility, 
ana o^er sorts of timeliness issues which are all part of accessibil- 
ity. 

When you look at the quality of care, there are a whole host of 
things. For example, you can look at surmcal outcomes and the ex- 
pected-to-observed complication rates, whether they be post-opera- 
tive bleeding, post-operative infection, et cetera, are bettw or worse 
than they were before. Again, you can go down a whole host of spe- 
cific measures that look at the <^uality of care. 

We also look at customer satisfaction. As you know, 2 years ago 
we put in place customer service standards and now we are rou- 
tinely measuring and monitoring those tilings. We can track 
whether our patients, our users, are more satisfied with the care 
by how they rate ^e service that they receive. There are basic 
measures and monitors tiiat are used in the industry, and what 
we’ve tried to do is make ours the same as in the private sector 
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80 that you can actually do the con^arisons to see whether the 
care that is receiv^ in me Veterans Health Care system is on par 
with what is received in the private sector, if not better. 

For example, customer service standards. We use the Picker In- 
stitute’s instrument that’s iised throu^out the private sector: 
many of the other measures that we use are &e same as are used 
els^here in the industry. 

Mr. Everett. Dr. Cummings, would you have anything to add to 
that? 

Dr. CUMMmos. I think the other piece is, certainlv from our 
VISN perspective specifically is, how do you handle the oud^t that 
you’re living with because 1 think another measure is not just are 
you performing the services to the satisfaction of the veteran, but 
are you using your resources in a way that reach and access those 
individuals that you’ve not reached in the past. 

We, throu^ some of the earlier savings and some of the things 
that have been done with the intefipration, are going to be able to 
fund and open a clinic in Chicago Heists which will be run by the 
VA Chicago He^th Care System. Without some of the saving such 
as avoidance of the angiography smtes and the tab consobdation, 
it’s very unlikely that we would be able to put these community- 
based outpatient clinics in the undeserved areas in Chicago. 

So, I think you Can measure where your resources are redirected 
to, to see if you are increasing the customers and reaching the dif- 
ferent customers. 

Dr. KiZER. In that regard — I forget whether Mr. Goff or others 
have shown — I know in Texas they were able to show where say- 
ings ^m administrative positions were redirected and could detail 
exactly how many new physicians, how many new RNs were added, 
direct caregivers as opposed to administrators, as a result of the 
savings that were amoved. These are another index along the 
lines of what Dr. Cummings was saying that how you can assess 
the success of ^e effort 

Mr. Everett. Mr. Chairman, that’s all I have. Thank you. 

Mr. Stearns. Dr. Snyder. 

Dr. Snyder. Thank jou, Mr. Chairman. Dr. Kizer, anyth^ Pve 
learned on this topic iVe learned in the last 16 hours, so it’s new 
material for me. 

Would you help me, please, what factor does geography pl^ in 
all this? Do you have a cert^ distance where you say we don’t 
even need to think about integrating these two facilities because 
they are more than 30 miles apart, 80 miles apart, or can you jxist 
give me a littie background? 

Dr. Kizer. It’s not a hard and fast rule and, indeed, some of the 
easier ones have been further apart. At the one end of the spec- 
trum you would have, say, a Denver and a Salt Lake, and there 
isn’t i«^y anything in beWeen. It’s obvious — or at least it^s obvi- 
ous to me— that it doesn’t make sense to try to integrate those two 
facilities at this point in time, even though they are part of the 
same network. 

In the case of Chicago, one of tiie more difficult integrations, the 
facilities are 6 miles apart. Some of tiie ones that have been easier 
have been 100 miles apart. So, exactly what is the range is not 
clear. We have set some targets that, say, generally, we would hope 
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people would not have to travel more than an hour’s time to get 
to a care site. That, of course, is not met in most parts of ^e coun- 
try, and historically was not even close, although we’re making im- 
provements in that regard. But our target is t^t people would be 
able to access a clinic within an hour of their home. In the case 
of Minnesota and some of the parts of the north central U.S. that 
are relatively sparsely populate, people travel manv hours to get 
to VA health care right now, and we’d like to be able to establish 
community-based clinics or other presences in these communities 
so they our patients didn’t have to travel those distances. 

Dr. Snyder. Tell me about the 100-mile-apart facilities. I assume 
you had two fairly ^ical free-standing VA Hospitals, clinics. What 
did integration mean for that? What is the efficiency? Did each hos- 
pital stE^ specializing in certain areas so you didn’t duplicate serv- 
ices? Tell me what happened in that? 

Dr. Kizbr. In some cases, what has happened, for example, in 
some of the facilities that were in the 50-100 mile range, they have 
had complementary missions. For example, one might have been a 
long-term care psychiatric facility with limited acute-care and the 
other was an acute care facility with limited extended care or psy- 
chiatric care. By merging them under common management, they 
will complement the services that they provide to each other. The 
net effect will be that by pooling the resources, they were able to 
expand the scope of services that were available to each of the serv- 
ice areas. Before integration they were focusing only on the re- 
sources ffiat they individually provided and, as a result, had gaps 
in those services because they were primarily focused on doing one 
particular line of service and had a very small presence in the 
other. 

Dr. Snyder. So Hospital B may have become a little satellite to 
help Hospital A provide whatever specialty services they had in 
that geographic area, is that the way it went? 

Dr. KlZER. I’m not sure I’d characterize it as a satellite, but they 
merged their resources. One that worked — I forget what the exact 
distance is, 30 or 40 miles as I recall — in New Jersey. For example, 
when they pooled their resources the facility that historically was 
not able to offer neurology and orthopedics and some other con- 
sultation clinics, could now provide those services to the population 
that previously did not have access to those services. By integrat- 
ing services, veterans are now able to receive services in that com- 
munity as opposed to having to travel some distance — maybe not 
a large disUmce but in New Jersey, where it’s fairly congested, 
even though the miles may not be that great, the time can often 
be great because of traffic congestion and other things. 

Dr. Snyder. Thank you. Thank you, Mr. Chairman. 

Mr. Stearns. I thank my colleague. We thank ffie panel for testi- 
fying, and I think we’re comple^, and if we have any further 
questions, of course, as Mr. Gutierrez said, we’ll send them to you. 
Appreciate it, have a nice day. 

Stearns. Our next panel is Stephen Backhus, Director, Vet- 
erans’ Affairs eind Military Health Care Issues, General Accounting 
Office accompanied by Paul Reynolds, Assist^t Director, Health 
Care Delivery; Paula Widerlite, ^nior Director for System Strat- 
egy, Adventist Healthcare; James Starr, Senior Associate, 
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McManis Associates; accompanied by Linda Wendt. And I welcome 
the members of the second panel, and well start off with Mr. 
Backhus. 

STATEMENTS OF STEPHEN BACKHUS, DIRECTOR, VETERANS’ 
AFFAIRS AND MILITARY HEALTH CARE ISSUES, HEALTH, 
EDUCATION. AND HUMAN SERVICES DIVISION, U.& GEN- 
ERAL ACCOUNTING OFnCE; ACCOMPANIED BY PAUL REYN- 
OLDS, ASSISTANT DIRECTOR, HEALTH CARE DELIVERY AND 
QUAUTT ISSUES. HEALTH, EDUCATION. AND HUMAN SERV- 
ICES DIVISION. U.S. GENERAL ACCOUNTING OFFICE; PAULA 
WIDERLITE, SENIOR DIRECTOR FOR SYSTEM STRATEGY, AD- 
VENTIST HEALTHCARE: AND JAMES E. STARR, SENIOR ASSO- 
CIATE, MCMANIS ASSOCIATES, INC., ACCOMPANIED BY 
LINDA WENDT, PRINCIPAL ASSOCIATE MCMANIS ASSOCI- 
ATES, INC. 


STATEMENT OF STEPHEN BACKHUS 

Mr. Backhus. Thank ^ou, Mr. Chairman, Mr. Everett, other 
members of the subcommittees. With me today is Paul Reynolds of 
GAO. He has been working on VA health issues for many years, 
and has seen many changes not only in health care but in the VA. 
He has led this particular assignment. 

We are pleased to be here today to discuss our ongoing evalua- 
tion of VAs integration of medical facilities. As you requested. I 
will address the role of facility integrations in reshaping VA's 
health care delivery systems, and lessons learned from these 
integrations. 

Our observations are based primarily on our work at four medi- 
cal facilities being intenated m Alabama and Chicago. We have, 
however, discussed with VA officials their other integrations, and 
we’ve dii^ssed integration issues with several private health care 
providers and consmting firms, including Paula and representa- 
tives from McManis. 

Facility integrations are a critical piece of VA’s overall strategy 
to enhance the effidenty and effectiveness of health services pro- 
vided to veterans, and is similar to how the private sector is evolv- 
ing. Integrations take several forms. It includes unifying manage- 
ment by creating a single team to manage all facilities instead of 
using separate management teams at each facility; consolidating 
the service by mov^ all employee and patients to one facility 
rather than continuing to provide the service at multiple locations; 
centralizing unit service by moving some but not all of the employ- 
ees assodated with it to one of the facilities; contracting out some 
services that VA employees have historically provided; and re-ei^- 
neering service delivery by designing more effident and effective 
ways to meet veterans’ needs. 

VA’s integrations have generated over $83 million in savings. 
Veterans bmefit from these actions whoi saving are used to open 
new clinics, offer new services at existing faciliti^, or extend oper- 
ating hours. 

'There are, however, inherent difficulties in planning and imple- 
menting ^ese integrations. The difficulties stem from the potential 
adverse impacts on multiple stakeholders such as employees, fadl- 
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and medical school personnel, and local communities. For exam- 
ple, integrations will likely result in fewer and less convenient em- 
ployment opportunities for VA and medical school employees, or 
training opportunities for medical school residents ana students. 
Obviously, with so much at stake, it is imperative that VA carefully 
plan idl aspects of these integrations. 

VA’s integration pl anning approach has many pwitive features. 
For example, local lacility employees are involved in the pl anning 
activities. This appears to be very beneficial in that it expe^tes ^e 
process, includes those most familiar with the operations at each 
facility, provides stakeholder involvement in the outcomes. But our 
work maicates four areas where improvements in the process could 
be made that might yield even better results. 

First, adopting a more comprehensive or strategic planning ap- 
proach. Essenti^y, this means assessing the resources needed to 
meet the expectea workload over several years in an entire geo- 
graphic service area. 

S^ond, completing planning on a facility-wide basis before im- 
plementing the chants, and oeing able to answer in detail ques- 
nons such as how the services be integrated, how potential 
changes mil affect veterans and employees, why selectra alter- 
natives are the best ones available, how mu^ the potential 
changes will cost to implement emd save overall, how VA will rein- 
vest &e savings to the oenefit of veterans. 

Third, improving the timeliness and the effectiveness of commu- 
nications with stakeholders at key decision points. 

And, fourth, finding the best mix of planners, balancing those 
with vested interests with those of independent interests, that wrill 
produce the most appropriate decision. 

Mr. Chairman, 1 mow VA is considering ways to improve its 
pl annin g process Aat should increase the availability of informa- 
tion at important decision points and result in even better integra- 
tion decision. 

Towards this end, we encourage VA to follow through with these 
improvements because the great^t benefits are yet to be realized. 
Every dollar saved by integrating can be reinvested to better meet 
veterans’ medical needs or serve veterans who might otherwise not 
be served. 

This concludes my prepared statement. I'll be ^ad to answer any 
questions you or Members of either subcommittee may have. 

[The prepared statement of Mr. Backhus appears on p. 99.1 

Mr. Stgasns. Thank you. Ms. Widerlite. 

STATEMENT OF PAl^ WIDERLITE 

Ms. Widerlite. Good morning. I’m Paula Widerlite. I’m the Sen- 
ior Director for System Strata for Adventist HeallhCare, and we 
are an integrated delivery network based here in Montgome^ 
County. Our organization has annual revenues of about $400 mil- 
lion, with about 5,000 employees, and it makes us the second larg- 
est private employer in Mon^mery County. 

In 1993, the need to develop a vertically and horizontally inte- 
grated and coordinated system of care for the residents of Mont- 
TOmery and Prince Georg’s Counties in Maryland, was recognized 
by the leaders of our organization. At that time, there were several 
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governing boards responsible for the two acute care fadlitieB, four 
nursing homes, a home health agency, and other affiliated health 
care services. Throu^ a strategic planning process during 1993, it 
was agreed that those operating units womci be integrated and op- 
erate under the governance ctf one boecrd of directors, one president 
and CEO, and one management team. 

Since that time, the level of integration among those operating 
units has primarily focused on intimating management support 
functions, such as finance, information systems, human resources, 
strategic planning and marketing. However, the objective was to 
prcxluce a seamless continuum of care of which a miyor component 
would be clinical integration. The strategic plan teat called for tee 
integration of these operating units was implemented during the 
period of 1994 and 1995. At the end of 1995, tee strategic planning 
process was initiated again with a planning horizon of another 24- 
monte period. In just teat short span of tune new critical success 
factors and goals were identified and a changed course of direction 
was charted different that white was set out in 1993. 

The revised steategic plan that was approved by the board of di- 
rectors in October of 19M was revised 60 days later in December 
of 1996 because an important market condition had changed for us 
and an opportunity had presented itself to our President^EO who 
went back to tee Board of Directors and asked teem to accept a 
modification to the plan teat had just been approved 60 daw prior. 

Those sorts of actions, those sorts of market condition dynamics 
exist almost on a daily basis for the health care industiv, particu- 
larly in tHa region. Maryland and the DC marketplace has one of 
the highest penetrations in tee country for managM care, white is 
tee single most important marketplace condition that drives an or- 
ganization such as ours to devel<m strategic initiatives to enable it 
to continue to provide tee level of service and standard of care that 
the co mmuni ty has come to expect. 

Some of tee lessons that we have learned through this journey 
over the past 4 yeare have been that there is no one prescriptive 
method for integration teat a health care organization can adopt. 
We received lots of advice, did lots of researte on our integration 
efforts back in 1993, and over several months quickly found that 
we needed a mute more customized, flexible and responsive ap- 
proach to restructiuing our otganlzation. We have some unique fea- 
tures, being based in the State of Maryland; namely, operating in 
a rate-reeulated all-payor system. So, when we get advice from ex- 
perts ana consultants and read the literature about integration ef- 
forts across tee country, it becomes painfully obvious to us that 
those methods may not be effective or ones that meet our 
objectives. 

In some areas of tee country, managed care ma^ be the driv^ 
force, in other areas preserving access to high quality, cost-effective 
services; in others there maybe a need to reduce excess capacity, 
to rationalize services and thereby avoid duplication. Some may 
even need access to capital to fund improvements. And perhaps 
others may be facing a combination of all of these factors. The most 
difficult steps of rationalizing scarce resources and refraining fn>m 
duplication are seldom, if ever, accomplished in the private sector, 
and we are proud to have been among tee few to achieve teat goal. 
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Another lesson that we’ve learned is that the process of integra- 
tion is just that, that it’s a process. It should not be an objective 
in and of itself. It tends to proceed along evolutionary lines, first 
be ginning wiili tlie integration of governance, l^en m 2 inagement 
support, then ultimately clinical and physician integration. 

linose first areas of governance and maneigement support func- 
tions tend to be, and tms could be obvious to some, significantly 
less complex than the issues of clinical integration. The importance 
of the process of int^ation is the participation, input and commit- 
ment mm all stakeholders in this process. Ultimately, our objec- 
tive, which is consistent with our n^ion as a faith-based organi- 
zation, is to enhance the patient’s experience. 

Also, it may appear to some that as hospitals, nursing homes and 
hoe health ^encies owned and operatea by a common organiza- 
tion— that is, the Seventh-Day Adventist Church — integrating 
should be a relatively simple process. However, on the contrary, 
coming together to meet the different demands was difficult for us, 
if not more difficult. 

It was a relatively smooth transition to develop a common mis- 
sion and vision for our organizations, however, some of our organi- 
zations had 100 years oi experience of operating independently 
and, as free-standing institutions, developed independent cultures. 
The changes that would be require to blend these disparate cul- 
tures were challenging for us and, in some regards, continue to be 
a chaUenge. 

We’ve seen some ^cles of change concerning integration. First, 
there was buy-in from the operating units in support of centraliza- 
tion and integration. Subsequently, a wave of a different culture 
began to emerge where separate identities was valued over a sys- 
tem-wide approach. Communities, ph^icians, and patients tend to 
identify wim hospitals and not systems of care. 

We remain firmly committed to the notion that an integrated de- 
livery system which enhances a patient’s experience is ultimately 
the mort effective cere delivery model. To that end, we believe that 
the network that we’ve developed meets our needs given the cur- 
rent conditions. We also folly expect that the model will be modi- 
fied from time to time as necess^, and we’re thinking we mi^t 
need to redefine what it means to be an integrate delivety 
network. 

Our strategic planning horizons seemingly continue to be short- 
ened from 5 years to 2 years, sometimes down to almost 6 months; 
however, we will continue the course of aspiring to develop a ra- 
ti<mal integrated system of care for our communify. Ihank you. 

[The prepared statement of Ms. Widerlite, wim attachment, ap- 
pears on p. 107.] 

Mr. Stearns. Thank you, Ms. WiderUte. It's interesting that you 
say tiiat, particularly in li^t of the GAO’s comment on the tune 
fi*ame. 

Mr. Starr. 


STATEMENT OF JAMES E. STARR 

Mr. Starr. Thank you. Mr. Chairman, members of the sub- 
committees, thank you for the opportunity to share my eiqieriences 
and those of McManis Associates regaraing tiie integration and 
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consolidation efforts of Vetereins Affairs medical centers. We appre- 
ciate the chance to discuss this important topic with Memb^ of 
Congress, VHA representatives, Veterans Service Organizations 
and other stakeholaers. 

McManis Associates is a management and research consulting 
company that specializes in the field of health care. We have eis- 
sistM hundreds of health care institutions evaluate and implement 
merrars and affiliations across the counti^. This testimony Is based 
on McManis’ e:q}eTience in working witii the private sector and VA 
health care institutions. 

This country’s heal& care delivery system is undergoing rapid 
and dramatic changes in both the way it delivers and miances 
health care in tiie private and pubic sectors. Today's health care 
consumers and payers are demanding higher quality and better ac- 
cess for lower costs. In addition, o&er factoro suw as ^e a g in g 
population and federal budget constraints have magnified these 
challenges. Health care providers in both the private and public 
sectors are seeking innovative solutions to these problems. 

Many of the veterans integrate service networks have explored 
and implemented integrations or consolidations of &eir mescal 
centers. These mergers have achieved varying levels of success. 
McManis has found that there is no one standard approach to int^ 
gating medical centers in the VA. Several factors need to be con- 
sidered — ^the population served by the medical centers, the proxim- 
ity of the facilities to each other, the overlap of services, community 
resources, referral patterns, organization^ cultuins, and the view- 
points of concerned stakeholders. These considerations dictate how 
best to proceed in examining the potential integration of facilities. 

While there is no one ri^t way to conduct an integration, 
McManis Assodates has dev^ped a general process to ensure that 
these critical success factors are addressed. Our approach to the in- 
tegration of VA medical centers includes three m^'or phases: an as- 
sessment, creation of a VISN and l^h level plan, and service spe- 
cific cost-benefit analyses with ongoing implementation. 

The first phase involves conducting an assessment of the overall 
health care market and organizational performance of the mescal 
centers. This includes determining the current and projected popu- 
lations served by the medical centers and their corresponding 
workload, examining referral patterns between the facilities, identi- 
fying duplicate and complementary services of the medical centers, 
and assessing performance data such as cost and quality. 

A critical component of this phase is Ihe involvement of stake- 
holders such as veterans, enmloyees, affiliates, congressional offices 
and other key constituents. Tlie goal of the assessment is to deter- 
mine if integration is feasible and, if so, to what extent, llie com- 
pelling reasons for integration must be clarified and clearly com- 
municated to all concerned stakeholders to gain their acceptance of 
the reasons for intenation. 

Once a decision has been made to integrate and at what level, 
a greater deCTee of deteil needs to be outlined. '11^ is the focus of 
the second phase of integration, creating a VISN for the integratoi 
facilities. 

This involves identifying tiie specific areas for further study, de- 
veloping the leadership and governance structure for the integrated 
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facilities, and outUnin^ a high level implementation pletn that iden- 
tifies the sco^ and timing of integration. Stakeholder buy-in at 
this stage is vital to moving to the next phase of integration. 

The last phase of integration is the most difficult and requires 
the greatest level of eff(^ and time. During this phase, specific 
work groups are established at tiie direction of the new leadership 
structure to exEunine tiie areas identified in phase two. 

It is during this stage that spec^ cost-benefit analyses are con- 
ducted that examine the opportunities to improve service and qual- 
ity, to improve access and reduce costs or redirect savings. As rec- 
ommendations are made, the leadership structure should move 
ahead with implementation in a timely manner. This is a key suc- 
cess factor for several reasons: resistance to change increases with 
time, chafes are occurring at such a rapid pace ^t opTOrtunities 
may be issued, and we’ve found tiiat success typically breeds 
success. 

Throu^ our experience, we’ve identified several critical lessons. 
( 1 ) Communicate with and involve stakeholders and em^oyees 
during all phases of integration. (2) Use an objective third party, 
either a VA employee that is outside of the network of the fai^ties 
being looked at or an outside consultant. (3) Demonstrate progress 
and resxilts continuously. (4) Have an overall plan to guide specific 
efforts so that the leaders of the integrated facilities can see the 
systemic impact of decisions and recommendations being made re- 
gar^g integration of specific services. And (5) don’t expect signffi- 
cant results overnight. We're talking about major changes taking 
place for employees, for veterans, and for leaders, and it takes time 
forpeople to get us^ to new processes. 

Inis concludes my prepared statement. Thank you for the oppor- 
tunity. 

fThe prepared statement of Mr. Starr, with attachment, appears 
on p. 115.] 

Mr. Stearns. Thank tou, Mr. Starr. 

When I look at this. I’m tiring to generalize, and let me ask Mr. 
Backhus, from what you’ve heara and seen, ao you think the VA 
is on ta^t here in the schedule of tiie integration? Based upon 
TOUT recommendations, do you think they should be further alon^? 
I’d like you to be obje^ve here and say do we have a problem m 
terms of &e time frame, do we have a problem in terms of results. 

Mr. Backhus. I think they’ve made substantial proves. There 
are obviously successes that have occurred. I tiiink what we have 
seen is that there’s an opportimity for greater success. What is un- 
clear at this point is whether at thiH pace the process will achieve 
the resulte that VA ultimately needs, and that the veterans need; 
that is, to e:^and services to veterans within the confines of the 
bu^et situation. 

Mr. Stearns. If you had to say, which is more important, the de- 
tailed integration plan, the development thereof, or extensive inter- 
face with the gtakeholders participating in formulating the plan, 
which would it be? And I’m going to ask tins to the folks in the 
private sector, too. 

Mr. Backhus. They go hand-in-hand. The way to engE|ge the 
stakeholders and to get the buy-in of the stakeholders is to include 
them in the process. That meeins to develop and present to st^e- 
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holders proposals that can be meaningfully discussed; where there 
can be a clear understanding of where tiie proposed integration is 
headed, and where a debate can occur, if necessary, over the suffi- 
ciency of that proposal. And based on that feedback, that input, re- 
visions are made. 

We aren’t suggesting here that once a plan is developed it never 
changes. Clearfy, thars not the case. What we’re suggesting here 
is that there are key points along the way, key decision points 
where the stakeholders need to come togeffier and weigh-in and 
have imut to that process, and it gets progressively more detailed. 

Mr. SlTlASNS. Ms. Widerlite, in your testmony, you characterized 
elimination of duplication as one of the most difficult steps in inte- 
gration, and one that few ever accomplish. Would you elaborate on 
that observation? 

Ms. WiDEBLTTE. Well, in the private sector I know there’s a lot 
of integration and consolidation, and I tiunk those two terms are 
very duTerent. Sometimes we use them interchan^ably, but usu- 
ally what we hear about are hospitals coming togemer and forming 
horizontally integrated systems, or vertically integrated 8}rBtems, 
and seldom are any services ever taken out, or beds closed or shut 
down. As a matter of fact, you mi^t find just the opposite, where 
there is some duplication. 

Mr. Stearns. Mr. Starr, are you familiar with the GAO rec- 
ommendations? 

Mr. Starr. Yes, I am. 

Mr. Stearns. I’d likp- you to comment on their overall plan. Do 
you agree with the recommendations? Maybe you woula like to 
elaborate where you disagree. 

Mr. Starr. Okay. I thinlc that I just want to restate, there are 
several approaches to conducting integrations of medical centers 
today, but our experience has shown that involvement of the stake- 
holders is probably one of the key critical success factors in inte- 
grating VA mediced centers just based on the constituents involved, 
the level of jwlitical clout that tiiey carry. And involving them from 
Ihe very be ginning we’ve found has been strongly linked to the suc- 
cess or failure in &e future. 

Our approach is to involve the stakeholders ri^ht from the begm- 
ning, from ^e very first phase, which is determining if even an in- 
tegration is feasible. We think it’s critical that the stakeholders 
have an xmderstanding of what the compelling reasons sire why 
this topic was even brought up, is being addressed, and that they 
be a part of some of those discussions, ffirou^ interviews, through 
focits groups, and through other mechanisms to gain their input. 

We also suggest that they become part of the process in terms 
of developing an overall VISN of what the inteCTation should look 
like, and w^t areas should be focused on wiffi more detail, and 
lool^g at certain things like surmcal services and medical services 
between the facilities. So, I think that’s probably where we differ 
from the GAO’s ^proach in ffiat respect. 

Mr. Stearns. Okay. I think we’re going to a^joxim the joint Sub- 
committee and reconvene after this vote, and tha^ you for your 
patience. 

[Recess.] 
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Mr. Stearns. The joint Subcommittees hearing will reconvene, 
and well now move to the Chairman of the Oversight Committee, 
Mr. Everett. 

Mr. Everett. Thank you, Mr. Chairman. Welcome, everybody. 
Mr. Backhus, can 3 mu elaborate on what you mean when you say 
VA may be more successful if a comprehensive planning approach 
is used? 

Mr. Backhus. Yes, I will. We are of the opinion that in order for 
the VA to maximize the benefits out of an integration, there is a 
need to look at all of the services provided in an entire geographic 
area — if it’s Chicago, it’s all the ho^itals that serve the Chicago 
area, not just a couple of the facilities — and to be able to ident^ 
and proje^ out into future years the resources that they think are 
necessary to serve that popiUation as it’s going to be several years 
down the road. 

VA is a littie unlike, I believe, the private sector in that they 
know who their beneficiary population u. It’s predictable what irs 
going to be. The demographics of the population are well known 
and understood. They have an infi’astructme in place that is going 
to be there for some time. There are a lot of factors that make 
longer-term planning possible here in VA. 

I think that kind of a strategic view, and a more comprehensive 
planning approach will ;^eld better results in the long-run because 
everything is being considered and everything is on the table. That 
is not to sav that they can’t get where they are with an incremen- 
tal approach. I mean, it’s possible that they will, but it’s also pos- 
sible, m our view, more unlikely that they will imless they consider 
all things in the beginning that s going to affect ^em years out. 

Mr. Everett. I come from way ba(^ when we used to have 
courses called MBO, management by obiectives, and I think i^g a 
pretty good idea. You had literally a roadmap on where you wanted 
to go. And one of the thinp that has serv^ me — and last year I 
was the Subcommittee Chairman on Pensions and Compensa- 
tions — and when we took up the computer m^emization plan and 
the year 2000 problem, is that VBA had no roadmap of wat sort. 
They had a description of what they wanted to achieve, but they 
didn’t have a roadmap. MBO, you put down how you want to get 
where you want to, but you have an action and interaction every 
stra of the way on what may happen. 

Do you see that kind of detailea planning by the VA in thia inte- 
gration process, notwithstanding the suggestion that one is impos- 
sible to come up with? 

Mr.^ Backhus. Well, it seems to occur simultaneously I think 
with implementation, not necessarily in the detail we believe it 
should be in advance of implementation. And I can think of again 
our experience in Chicago and in Alabama, where some of ^e very 
key questions timt I would view, and based on our discussions with 
several people in the private sector would view, need to 1^ an- 
swered prior to implementing integration. Some of the key an- 
swered questions are what services spei^cally need to be inte- 
grated, how services will need to be int^at^, what are the costs 
and the benefits of it, what are tiie spe^c impacts on employees 
and veterans. 
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The Chicago situation, to me, is this: Implementation is under- 
way, however, it hasn’t been determined yet how medicine, how 
surgery, how psychiatry, and how long-term care are going to be 
integrated. Thars the bulk of the operation, and I would expect to 
see the details of how thoee eire going to be integrated prior to be- 
ginning implementation. 

The answer to your question is, no, the detailed planning isn’t 
done, in my view, prior to implementing, but it’s not to say it won’t 
be done before it’s all complete. 

Mr. Everett. Well, I see my time is running out. The only prob- 
lem and what worries me is not having that sort of planning done. 
And in looking at some of these cases, if we move ahead and we 
do X before it should be done, and then we find out that we’ve 
spent $1 million, or $2 million, or $7 million redoing building or 
whatever, and then we find out that X should not have been done, 
then it seems to me we have wasted a lot of dollars that could be 
better used for veterans health care. And that also doesn’t touch 
on the fact that we may have perhaps hurt veterans health care 
in the process of doing that. 

Tha^ you, Mr. Chairman. 

Mr. Stearns. Thank you. Dr. S^der. 

Dr. Snyder. Thank you, Mr. Chairman. Mr. Backhus, in your 
statement or your report on page 2, you say— talking about integra- 
tion decisions being made incremental on a service-by-service basis 
instead of waiting until I guess you could do it at one time. I’m not 
sure I understand that. 

It would seem to me that one advantage of doing it service-by- 
service. I assume you mean, for example, if somebody dedded, hey, 
we could have a joint laund^ facility between two facilities. Whars 
the point of waiting around to try to work out the details of some 
elaborate health care part of it — I’m over-simplifying it, I think — 
but also doesn’t it make some sense in terms of a gradual kind of 


tematives that other services have. 

Dr. Snyder. By your analysis here, doesn’t that mean that im- 

E rovement in the vA health care system, as the years go by, will 
e one big change after another, that youll have to wait until they 
were prepared to move ahead. Here’s this big cheinge for this dec- 
ade, but we need to do other stuff on this service, but we can't do 
it service-by-service, and wait for the next big change? 

Mr. Backhus. I think in most of these — at least the ones I’m 
most familiar with among the integrations — most of the planning 
among the different services that are being evaluated can be com- 
plete within maybe 6 montiis of each other. In other words, the 
critical path is essentially that difference. 

In Clucago, I think I heeird today and based on our visits out 
there, the rest of the p>lanning is going to be finished soon. The rec- 
ommendations are going to M made from the remainder of the 
services sometime in tiie September time frame, a couple of months 
from now. And while that requires some waiting — July, August and 
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September— it seems that thafs not an unreasonable amount of 
time to be able to mesh all of these together and have the b^ pic- 
ture and then proceed. 

Dr. Snyder. Mb. Widerlite, I was struck by what you talked 
about, that ^ou see this as a process of integration, that somehow 
it has this big climactic end and then it’s ov«r, which seems to me 
to be a little bit in conflict with what Mr. Backhus was just talking 
about. Maybe that’s being in the private sector that you always 
have to be prepared to adapt to change. Do you have any comments 
on that? 

Ms. Widerlite. Absolutely. Some of flie cyclic changes that I re- 
ferred to in my statement is what we’re seemg now that maybe in- 
tegration isn’t meeting the objectives that we thought it was going 
to meet. Some systems came toother, or former systems, to g^ 
market leverage in the marketplace, and to secure contracts with 
managed care pawrs, and I would bet that managed care was very 
happy with the msoi^anized, fragmented system, and really didn’t 
see anything to be gained by int^ated delivep' networks. So, if 
that was the objective, maybe an integrated delivery network isn’t 
functioning the way we thought it was going to be. 

So, we continue to evaluate on a quaj^rly process, we don’t 
chan^ OUT overall vision, but on a quarterly basis we evaluate 
strat^es that we set out, sure. 

Mr. Backhus. May I jump in again? 

Dr. Snyder. Sure. 

Mr. Backhus. I’m sorry, I didn’t mean to suggest that once the 
Chicago or Alabama integration is complete, that that’s the end of 
it. 

Dr. Snyder. Maybe that’s the way I read that. It made it sound 
like you can’t do anything until you’re ready for the one, big, com- 
plete integration change, and then that’s it. And then I’m not sure, 
m response to Ms. Widerlite’s comments, where that leaves us. It 
seems like this ought to be an ongoing process adapting to change. 
And I was tAlking with Donna Shalala the other day, and she says 
one of the problems — ^we all talk about a 10-year Medicare plan — 
the problem with a 20-year Medicare plan is we don’t know what 
American health care is going to look uke in 20 years. And you all 
are part of the medical system — well, anyway. Thank you, Mr. 
Chauman. 

Mr. Stearns. Thank you. Dr. Snyder. 

Mr. Everett, dorou have a follow-up? 

Mr. Eh'ERETT. Thank you, Mr. Chairman. 

McManis, in yo\ir statement on the second p^e, you talked 
about the three major phases of integration. The mira is service- 
specific cost-benefit analrais with ongoing implementation. How 
should a cost-benefit analysis be done, Emd what should it consist 
of? 

Mr. Starr. A cost-benefit analysis examines looking at basically 
what it’s costing the medical centers to provide specmc services — 
for example, surgical services — ^what are the costs of providing 
those services, what are the outcomes that are being achieved by 
those services at each of flie medical centers, and then what would 
be Ihe benefit, if any, of combining that na^cular service into ei- 
ther one medical center, closing suigical beds in one place and 
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maybe converting them to ambulatory care beda or what have you. 
What benefite would be derived from doinf that in terms of would 
there be cost-savings that could be remrected to other areas? 
Would there be opportunitieB to improve the quali^ of care based 
on declining censuses and things of that factor that impact the 
quality of a particvdar medical service? 

^ it’s really lookinjg at specifically what are the resources re- 

a uired to provide particular service at a medical center, comparing 
le two, and ^en looking at what the benefit would be from com- 
bining tiiat particular service or int^ratinf it in some fashion? 

Mr. Everett. Thank you. That’s all Mr. Chairman. 

Mr. Stearns. Thank ^u. Remind all Members and staff that 
they have the opportunity to submit questions. And we want to 
thank the members of the panel for taking their time and partici- 
pation. 

Mr. Stearns. Now we will have panel number three, Dr. Jordan 
Cohen, President of the Association of American Medical Colleges, 
John Vitikacs, Assistant Director, National Legislative Commis- 
sion, the American Legion. Welcome to you folks, and Dr. Cohen, 
ni let you st^. 

STATEMENTS OF DR. JORDAN J. COHEN, PRESIDENT, ASSO- 
CIATION OF AMERICAN MEDICAL COLLEGEI^ JOHN 
VITIKACS, ASSISTANT DIRECTOR, NATIONAL LEGISLATIVE 
COMMISSION. THE AMERICAN LEGION 

STATEMENT OF DR. JORDAN J. COHEN 

Dr. Cohen. Thank you very much, Mr. Chairman, ladies and 

f ntlemen, good morning or good afternoon now, Fm sorry to say. 

am Jordan J. Cohen, Jn%sident of the Association of American 
Medical College, and obviously appreciate the opportunity to testify 
today about a very important issue, the integration of medical fa- 
cilities wiffiin &e Department of Veterans Affairs health care 
system. 

Currently, as I’m sure you know, 139 VA medical facilities are 
affiliated with 103 of the 125 medic^ schools in this country. Affili- 
ations, academic affiliations are symbiotic arran^ments that bene- 
fit not only the VA, but its parhier medical smools. While affili- 
ations between the VA medical centers and medical schools greatly 
enhance the patient care environment at VA medical centers, they 
also enhance the education and research programs of medicm 
schools. The fact that education requires access to a diverse mix of 
patients who come to an academic medical center with the ^cpecta- 
tion that they will receive the highest quality, comprehensive emd 
compassionate medical care; AAMC embraces the VA’s primary 
purpose of providing quality health care to eligible veterans. We 
embrace it both because it’s good for veterans and because it’s good 
for students. 

One of the main reasons for the success of the VA’s unique pro- 
CTams for patients with spedal needs is the infreistructure provided 
by comprenensive VA medical centers. This common sup^rt sys- 
tem is a necessary foundation uron which the VA builds expertise 
in such specialized areas as cardiac care, long-term care, substance 
abuse treatment. 
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The new organizational structure of the VA can best achieve its 
full promise, in our view, by building on the foundation estoblished 
by the joint medical school- VA partnership. A psirtnership, as you 
know, that’s been strengthened by more than 60 years of close 
collaboration. 

The VA intersects our nation’s entire health care system at two 
crucial points, both of which deeply involve the VA’s academic af- 
filiations. First, the VA plays a critical role in the education and 
training of health care professionals who are destined to serve tiie 
entire nation, not just the VA system. 

Second, the VA contributes in a m^or way to advances in medi- 
cine through a research program that has an impressive history of 
success and innovation. 

The future of the VA as a comprehensive, hi gh quality health 
care system currently faces serious challenges quite similar, as 
weVe heard this morning, to the ones that medical schools and 
teaching hospitals are encountering as well as the entire system. 

The continued success and vibrancy of both VA medicine and 
academic medicine in the evolving health care delivery environ- 
ment depends greatly upon our responses to these challenges over 
the next few years. 

In response to the imperatives for change, both academic medi- 
cine and the VA are moving away fix>m the traditional hospital- 
based model of health care delivery to one that emphasizes the de- 
livery of care in ambulatory and out-of-bospital sites. Moreover, 
academic and VA medical centers are establishing new partner- 
ships with otiier health care providers to increase efficiency, to ra- 
tionalize resource distribution, and to manage effectively in the 
emerging health care marketplace. 

Among tile many attractive features of the new VISN structure 
is its emphasis on performance-based evaluation. VISN directors 
and otiier key leaders in the new system are informed prospectively 
about the go^ they are ezpec^ to achieve and are systematically 
evaluated at an appropriate time to assess whether or not those 
goals were achieved. 

Academic medical centers. I have to confess, have a great deal 
to learn from this forward-looking management technique. Affili- 
ated medical schools are quickW adapting to the new VlSN struc- 
ture and are exploring new collaborative arrane^ents with aU of 
the VA facilities and sometimes with other memcal schools within 
their respective VISN. The AAMC is eager to continue to work with 
VA offiaals in Washington on national policies that affect the 
health of veterans and that foster the affiuations between the VA 
and medical schools. The Association recognizes, however, that de- 
cisions regardiim the local administration of VA resources are best 
made local^. Althou^ tiie task of altering long-standing relation- 
shifM and forging new collaborations is never an easy one, main- 
taining a shi^ focus on the primary purpose of academic affili- 
ations — to provide health care of unsuroassable quality for our de- 
serving vegans — remains our best guide to continued success. 

I fii^y believe the VA’s academic partners can play a vital role 
in securing a strong future for the VA health mtem. In capitaliz- 
ing on this potential, I would mention three facts that are espe- 
cially worth noting; (1) the rapidity and the magnitude of tiie 
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changes required to implement the VISN structure successfully, (2) 
the number of new individuals recently recruited to tiie leadership 
positions from outside the VA, and (3) the VA's traditional and re- 
confirmed commitment to maintaining robust education and re- 
search programs. 

Given this collection of facts, it seems clear that some special 
care must be taken to ensure that the inevitable stresses on the 
long-standing and successful partnership with its medical school af- 
filiates do not hamper achievement of the VA’s missions. 

To minimize this possibility, let me conclude by emphasizing two 
suggestions we’d like to make: (1) Incorporate within each VISN di- 
rector’s annual performance contract specific goals that foster the 
education and research missions of the VISN, and (2) in keeping 
with much of what you’ve already beard this morning, we think we 
need to establish an explicit and workable mechanism for ensuring 
routine consultation with the VISN leadership and the academic 
leadership — that is, the medical school dean and the university 
hospital CEO, for example — of the medical school afiUiates. 

And the reason for doing that, at a minimum is, first of all, to 
guarantee timely communication by all parties of formation rel- 
evant to the stratenc and program planning of the VISN and the 
various affiliates, Q) to ensure optimal deployment of education 
and research resources, (3) to assess the impact on academic pro- 
grams of consolidation and restructuring of the VISN’s clinical 
services, and finally, to ident^ opportunities for cost-effective 
streng^ening of the VISN’s clinical services by contractual rela- 
tionships wim one or more of the academic affiliates. 

I appreciate the opportunity to appear this morning and will be 
ha pp y to answer any questions. 

rrhe prepared statement of Dr. Cohen appears on p. 122.] 

Mr. Stearns. Thank you. John Vitikacs. 

STATEMENT OF JOHN VTTIKACS 

Mr. Vitikacs. Good afternoon, Mr. Chairman and members of 
the subcommittees and staff. First of all, Mr. Chairman, thank you 
for holding today’s important bearing on this subject. 

The American Legion supports the effort to streamline and con- 
solidate the heEilth care services of the Veterans Health Adminis- 
tration when it is in tiie best interest of veterans. Without a doubt, 
the present series of VHA mergers and integrations raise issues 
and concerns that demand accurate answers. 

The American Lemon does not oppose VHA’s advocacy for 
streamlining its heal& care operations and becoming more respon- 
sive to veterans and to the American taxpayer. We do, however, 
have serious concerns about the rapidity witii which the present 
merger and intenation process is proceeding. 

The burden of proof, Mr. Chairman, is on the VA to demonstrate 
the efficiency and potential enhancement of health care services to 
veterans throu^ the mei^rfintegration process. 

Some of the proposed mergers and integrations present less con- 
cern than others, ^ere is no one mode) to be applied throughout 
VHA. Each proposed integration must he tafior^ to its own 
uniqueness. 
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The American Legion believes that lean medical care budgets re- 
quire VHA to move precipitously ahead of a preferred merger^te- 

g ration schedule. And on that note, I would like to say t^t we 
eard this morning that VA ban saved approximately ^5 million 
through the integration process to date and, of that amount, it’s a 
relatively small percmt^e of that amount that has been rein- 
vested back into the system. The mqority of those savings have 
simply evaporated due to inflationary and other monetary short- 
ages. 

The mergerAntegration process, Mr. Chairman, assumes a spirit 
of cooperation among facilities that have never historically existed. 
The infrastructure of many mediceil centers does not support a 
rapid merger^tegration time frame. In many instances, critical in- 
foimation management systems are incompatible, and 
videoconferencing and telemedicine capabilities do not meet nec- 
essary standards. 

Mr. Chairman, how can medical centers plan and achieve a suc- 
cessful integration when thev only have a short period to accom- 
plish the task? Many medical centers are strug^ing to complete a 
tasted integration by the end of fiscal year 1^7. 

When VA’s 20-30-10 plan has a 5-year target, why attempt to 
accomplish the m^ority of budget savings in the first fiscal vear? 
No wonder there is so much doubt, frustration and conf^ion 
among VA employees, veterans, and o^er significant stakeholders. 

Mr. Chairman, the mergerAntegration process requires detailed 
planning. Managers should be able to articulate the process in a 
comprehensive manner to all affected stakeholders. 

Today, the decision to merge facili^ programs and operations is 
made prior to the development of an integral blueprint on whether 
the goals of the integration are realistic. 

How this process will specifically improve conditions for veterans 
remains mostly imansw^^. VHA saj^ it will eliminate needless 
duplication in cUnical services and management, improve the qual- 
ity of care, reduce costs, and ensure that the VA health care system 
is overall more efficient. 

As veterans advocates, the American Legion thinks these goals 
are ambitious, ambiguous, and hasty. The American Legion rec- 
ommends that VISn dire^rs more closely involve the manage- 
ment assistant councils in the mei^r/integration process— also 
known as tiie “MACc”. 

The Management Assistant Council representatives include vet- 
erans service organizations, the area congressional delegation, VA 
emplwee unions, and university affiliates. The representation of 
^alined stakeholder groups is critical to the success of planned 
VHA mergers and int^rations. 

As long as VHA can demonstrate tiiat the quality of care and ac- 
cess^ to care are improved as a result of a facility integration and 
not just focim on cost savings, the stakeholder groups will be better 
informed and more open to the process. 

I would like to lastly close and mention that we are pleased to 
see that Dr. IQzer is going to take action, as he states in his testi- 
mony today, on u^atmg and reissuing specific five-phase guidance 
to the field. And I think that looking at his approach here in his 
testimony and what the other witnesses have said today, in par- 
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ticular GAO and tiie McManis ^up and the VA Employees Union, 
that &ere is a lot of good ideas in all of these statemento that real- 
ly need to be integrated into one comprehensive blueprint. Thank 
you. 

[The prepared statement of Mr. Vitikacs appears on p. 126.] 

Mr. STEARNS. T hank you. Dr. Cohen, of the approximately 17 in- 
tegrations that have progressed sub8t^ti£illy or have been imple- 
mented so far, have academic affiliations in general s\iffered or 
benefited as a result thereof? 

Dr. Cohen. I don’t know if I can give you a judgment about 
that, Mr. Chairman. I think there’s been a lot of still-in-process ac- 
tivities, so some of the impacts are not really well known as yet. 
I think, in general, there is a lot of optimism among the academic 
affiliates that, with proper consultation, with proper involvement 
in ffie ongoing process, that there will be a net benefit. Certainly, 
there is enormoxxs opportuni^. I think everybody appreciates that 
in the midst of all tms change and all this reformation, that there 
is not only a great deal of concern and anxiety, but the recognition 
that there is real opportunity for improving the quedity of the serv- 
ices, the access to services, and the ability to continue to reco^ze 
the importance of the academic missions, the education and re- 
search missions in all this, really does op^ up some real opportu- 
nities. 

Just to give you one example, one of the real struggles that al- 
most every medical school in the county is currently engaged in 
is ^ding enough ambulatory sites for its education. Most of the 
education has Iwen riveted in mqjor tertiary hospitals. And there’s 
a recognition, has been for a long time, that a lot of medicine now 
is occurring in an ambulatory setting, and developing the proper 
kinds of educational programs in that new and much more com- 
plicated and fragment^ environment is a real challenge. 

TTie VA’s commitment to tiy to get into a more ambulatory mode 
and to involve its services in more accessible ways to its bene- 
ficiaries is an opportunity for the medical school affiliates to also 
involve those kmds of movements in educational domain. So, 
tiiat’s one example. 

I think, as I say, there's a good deal of optimism, a lot of oppor- 
tunity, and I thi^ it’s too early really to answer your question 
effectively. 

Mr. Stearns. Mr. Vitikacs, you mentioned the word “hasty” in 
your opening statement. Did me American Legion recommend in 
any instance that a specific proposed integration not go forward? 
If so, what were the circumstances? 

Mr. Vitikacs. To date, we have not made any specific rec- 
ommendation on moving forward. We have urged caution. The deci- 
sions on the list for already approved VA facilities for integration 
does not include several that are currently in discussion stages, 
and that’s the Brockton and West Rocksbury facilities and tiie Min- 
neapolis and St. Paul facilities. 

We basically respond to our stakeholders, the veterans tiiat we 
represent in mese various departments and areas. They have con- 
cerns that these integrations are moving forward at too great a 
speed, and I am only echoing today what we are hearing f^m our 
constituents. 
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Mr. Stearns. Well, jvur constituents are my constituents, and so 
what you echo is something that I want to iuUy understwd and 
help you because I think, olwiouBly, the American Legion is very 
imTOitant to Members of Congress. 

That's all the questions I have. Mr. Everett. 

Mr. Everett. Thank you, Mr. Chairman. 

Mr. Vitikacs, in vour testimony highlights the successful mergers 
and integrations should include detailed planning and ceireful im- 
plementation. Fve seen some of that planning and implementation, 
and I am not satisfied with it. 

Would you characterize VA’s integration efforts that way, that 
theWe done detailed planning? 

Mr. VrrnCACS. Just the opposite. I think that there are some inte- 
grations &at have already occurred that have been done in a de- 
tailed way. There are some that I can’t make the same claim. 

I think the integrations that have already occurred — and let me 
give you some examnles — San Antonio in Kerrville, Texas, and 
TempV Waco, and Marlin, Texas occurred over a longer period of 
time. They had more detailed analysis completed before they went 
forward with the implementation phase. So, those, in our judg- 
ment, were based on a sound model. And from what I’m aware, 
thus far in the State of Alabama is that Phase I might be deseed 
and implemented before they realW understand what Phase 11 will 
be and how Phase I will ^ect Phase II or Phase II will affect 
Phase III. I thinfc those are unsound practices. And fivm our point 
of view, we — we heard today that there are certain guiding prin- 
ciples for these m^ers and inte^ations in a VHA document, but 
how well these principles are b^g applied and followed through 
varies from VISN-to-VlSN, and I think that’s the area that really 
needs to be focused on, is — I hate to use the word ’’micromanage- 
ment” — but I think there needs to be an oversight mechanism to 
ensure ^t these integrations are bedng accomiuished in a sound 
manner. 

Mr. Everett. I certainly can identify with those remarks. When 
I Bugrasted that we slow down the process, the response was, you 
cau^ us to do that and you’re gomg to cause us to lose money 
that could be directed towara veterans health care. 

If you’ve had that same response, how did you respond back to 
theVA? 

Mr. Vitikacs. I think that the services that the VA is able to pro- 
vide to the veterans has to take paramount importance here. We 
see too many veterans fall^ out of the system when these merg- 
ers are pro^ssing too rapidly. Throii^ our National Field Service 
and our vimts to hospitals in the fiel<C in particular we see mental 
hesJth services really dropping, the ntimber o f p atient visits. A 
good mmority of the substmce programs and PT^ pronams and 
mental health praams are being integrated, bemg eliminated, 
moved from one ^te to another within a WSN. 1 don’t think 
that’s in the best interest of veterans. And specifically your ques- 
tion about the rapidity with which they need to conserve resources, 
the VA is in a short^e situation as it is. Its budget isn’t adequate 
as it is and, as I said, these $85 million of savings, only a small 
percentage of that has been reinvested back into the s^tem. So, 
they are losing money anyway, but I thi"k what we have to do is 
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protect the level of services Etnd programs that are available for 
veterans. That has to be a parsunount concern. 

Mr. Everett. I think you for your testimony. I think we all rec- 
o^ze that there’s got to be some changes within the VA. 1 think 
irs prudent that we do that in a methodical planned way. Thank 
you, Mr. Chairman. 

Mr. Stearns. I thank my co-chair for his participation, and I 
th ank the panel. We’ve completed what I think is a very necessary 
and educational hearing this morning. I want to thank the staff on 
both sides of the aisle for their supp^ and participation. The sub- 
committees are adjourned. 

[Whereupon, at 12:35 p.m., the subcommittees were adjourned.] 




APPENDIX 


Opening Statement 
Representative Cliff Steams 
Chairman, Subcommittee on Health 

Good morning. On behalf of my colleague and 
friend, Terry Everett, Chairman of the Oversight and 
Investigations Subcommittee, I welcome all to this 
important joint hearing. 

All of us involved with health care policy are 
acutely aware of the dynamic nature of the health 
care marketplace. In the private sector, market 
forces have been powerful levers for change. And in 
the face of market challenges, hospitals have 
increasingly turned to mergers and alliances. 

The VA has been slower to transform itself. 

Long after the private sector had embraced primary 
care as a core business, VA remained entrenched as a 
hospital-based system. Until 1995, VA had not 
consolidated a facility in some fifteen years. Since 
then, however, VA has initiated 19 consolidations 
involving 40 VA medical facilities. With such steps 
as approving VA’s proposed reorganization and 
adopting a sweeping eligibility reform measme in the 
104* Congress, this Committee has given Dr. Kizer 

( 45 > 
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critically needed tools to transform the VA health 
care system. 

In my view, VA should continue to consolidate 
facilities where that process will improve patient care 
and achieve greater efficiency. Several witnesses 
this morning cite the complexity and difficulty of 
integrating two or more hospitals, even when they 
have the same corporate identity. The private sector 
has certainly seen such efforts fail altogether. The 
process through which VA integrates facilities is 
vital, however. In holding this hearing, we want to 
review the record of VA’s past efforts, and the 
promise of the future. We seek to understand better 
the process by which VA facility integration is 
initiated, analyzed, planned, and carried out. And 
most importantly, we seek to explore whether there 
are opportunities for significantly improving these 
efforts. 

We are fortunate this morning to have an 
outstanding group of witnesses who bring wide- 
ranging expertise to the table. Several of our 
panelists, representing both private sector and public, 
have participated in the development of integrated 
health care systems as consultants, strategic planners, 
system architects and administrators. We will also 
have the benefit of hearing from important 
stakeholders. I thank our witnesses in advance for 
their testimony, and look forward to an insightful 
discussion. 

I particularly thank my friend Terry Everett for 
co-chairing this joint hearing, and invite his opening 
statement. 
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STATEMENT BY THE HON. JAMES E. CLYBURN 
BANKING DEMOCRAT 

SUBCOMMITTEE ON OVERSIGHT AND INVESTIGATIONS 

JOINT HEARING WITH THE SUBCOMMITTEE ON HEALTH 
REGARDING INTEGRATION OF 
VA MEDICAL FACILITY AND SERVICES 

JULY 24. m? 

Chairman Steams and Chairman Everett, I commend 
both of you along with Ranking Democrat Gutierrez for calling 
for this important hearing. I will try to keep my remarks brief 
since we have a number of witnesses before us today. 

In my view, this morning's hearing will help provide some 
much-needed background into how the VA plans for the 
consolidation and integration of hospitals and medical 
services. Although some people in this room may not want to 
believe it, the changing nature of the health care industry may 
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soon dictate some form of integration or oonsolidation is 
necessary to ensure that we are serving the needs of our 
veterans in the best and most efficient ways. 

The broader concern - and a concern that the GAO has 
made quite clear in the written testimony it provided to our 
subcommittees in advance of this hearing - is that the VA 
needs to have a well developed plan in place before any of 
these consolidations or integrations take place. VA should be 
careful not to undertake such activities unless it has crafted a 
clear and comprehensive plan, and unless the health care 
benefits to our veterans are clear. 

I look fonward to this morning’s testimony. Thank you. 


2 
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OPENING STATEMENT OF LANE EVANS 
SUBCOMMITTEES ON HEALTH AND OVERSIGHT AND 
INVESTIGATIONS OF 
THE COMMITTEE ON VETERANS AFFAIRS 
HEARING ON VA INTEGRATIONS 


Good morning, Mr. Chairman. I want to thank you for holding this timely 
hearing today. As a member of the Illinois delegation, I am obviously 
concerned about the changes occurring in the Chicago area as a result of the 
integration at West Side and Lakeside. As the ranking E>emocratic member 
of this Committee, I have more general concerns about how we can avoid 
some of the miscues and disconnects which resulted in confusion over the 
integration activities in Chicago and Central Alabama. This is particularly 
important as we see integratirms proliferating around the system. 

The witnesses have been asked to discuss the process by which VA 
undertakes its consolidations. It is my hope that we can take away from this 
hearing some “lessons learned" from the consolidations that have occurred 
thus far and establish some better foundation for those cmsolidations either 
underway or being considered for the future. I want to better understand the 
VHA Headquarters role in orchestrating change in the field. If the 
Headquarters role really is to steer rather than row, where are policies and 
guidance provided by the Veterans Health Adminstr^on's policymakers 
taking the system? 
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There are clearly some benefits to be gained by integrating some VHA 
activities and 5tcilities, and in our cutrent funding envinmnient, I believe 
we cannot overlook these opportunities for achieving cost savings while 
maintaining, if not improving services to veterans. Some facilities have 
saved millions of dollars and retrenched this funding bto increasing access 
to primary care and other care veterans need. This result obviously accrues 
CO both veterans and taxpayers. Where the goals and advantages to 
integrating services are less apparent, conflia seems, inevitably, to follow. 

I believe this is the case in Chicago where specific goals and benefits to 
various stakeholders have not been ei^licitly identified and the perceived 
losses to all parties are great. 

Congress has now had the opportunity to review several strate^c plans 
from the “new” Veterans Health Administration. Most of the networks, in 
turn, have strategic plans that respond to achieving system>wide goals at the 
local level. I think I speak for most of the members on the Committee when 
I state that we generally believe the system is moving in the right direction. 

I think it is equally fair to say that neither the strategic plans for the system, 
nor those for the networks, give clear direction on how integrations are to 
occur or what they are to achieve. 

Noultere is the role of veterans and other interested parties more important 
than in undertaking facility consolidations and integrations. Networks have 
responded to the need for stakeholder involvement in different ways with 
varying degrees of success. Some VA managers have found out the hard 
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way that any enbns to downsize will be met with resistance &om interested 
parties w^o do not feel their concerns are being given a &ir hearing. To 
avoid this problem, I believe VA managers must offer basic guidance in the 
goals, directions, and reasons fw change, then assure that veterans and other 
"stakeholders” enter the process. The involvement of veterans, academic 
affiliates, employee unions and other partners is critical in planning and 
manning these changes. VHA managers must provide leadership, be able 
to articulate tangible benefits to all parties before implementation begins 
and be held accountable for the results of their plans. 

These are some of my initial observations. I am eager to learn from our 
witnesses to see if they share these views. I hope that they can shed some 
light on how to undertake this difficult (Mocess and avoid some of the 
problems we have observed to date. 

Thank you, Mr. Chairman. This concludes my statemenL 
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Stat«m«nt by R«p. I>ula V. OutlarEai 
SubcoaBittaea on Haaltb and Ovaralght and InvaaCigatiena 
Ccoaittaa on Vatarana Affalca 
July 34, 1997 


Thank you Chairman Stearns, Chairman Everett and Ranking 
Member Clyburn for convening this very timely hearing to 
discuss one of the most important issues confronting the 
Department of Veterans Affairs health care system. 

Facility integration and consolidation will affect veterans 
throughout America. Currently, it is affecting veterans in my 
community. 

This process, these reforms and transformations will greatly 
affect the manner in which veterans receive their care, where 
veterans access this care and how these medical services that 
millions of veterans depend on are provided. 

In this era of fiscal constraint the VA has been compelled to 
develop a more efficient and cost-effective health care structure 
while maintaining an adequate level of services. 

This is no easy task and has been accomplished with varying 
levels of success. The era of restructuring will most likely 
continue for the better part of the next decade in many regions 
of our nation. 

A de-centralized VA system based around twenty-two service 
networks has been charged with implementing these visions of 
change. 

As we know, the experiences of these regional systems has 
varied and we are only now beginning to learn from these 
episodes. 
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I have learned first-hand about this process and what it means 
for our veterans. 

In my hometown of Chicago, the integration of one of our 
nation's largest veterans health care networks is presently 
underway. 

The Chicago experience may offer some lessons for other 
regions and teach us all about how we can make the integration 
process work better in the future, in Chicago and elsewhere. 

Unfortunately, I do not believe at this time however that Chicago 
provides a model for others to duplicate. 

I have followed this issue closely and have yet to see a strategy 
for assuring that Chicago-area veterans will continue to receive 
the services, benefits and care they have earned and deserve. 
We still don't know what the Chicago VA will look like in two 
years, in five years, or further into the future. 

Rumors and speculation have been widespread. But a clear plan 
and sensible vision for the future have been absent. 

When I first became involved in this process I was concerned 
that the VA was moving unilaterally to implement an unjustified 
consolidation of the Lakeside and Westside hospitals. 

My main concern was that few answers had been provided to 
the veterans' community about the needs and potential effects 
of this dramatic reform. 

The VA simply has not been able to answer simple questions 
about this proposed consolidation. 
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The VA has not been able to financially justify why consolidating 
the medical/surgery unit at either the Lakeside or Westside 
hospitals was the most feasible and cost-effective option to end 
duplication and save precious resources. 

The VA has not justified why an incorporation of this nature was 
warranted to enhance services to veterans? 

The affects on adjacent communities, affilitated medical schools 
and VA employees remain similarly undetermined. 

What I want to see is a sensible, inclusive, forward-looking 
process that answers these vital questions before consolidation 
occurs. 

A process that establishes goals and feasible options to achieve 
them. 

A process that systematically responds to the concerns of 
veterans, stakeholders, community leaders and elected officials. 

To date, I do not believe that a comprehensive process has been 
developed. 

The VA has made some progress on achieving these goats. 

Stakeholders and the veterans community in Chicago have been 
afforded an increasing ability to voice their concerns and ensure 
that their needs are considered as integration proceeds. 

However, I feel that fundamentally the process in Chicago 
remains flawed. 
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I still have not seen a vision of the future of veterans' service 
and care in Chicago. I have yet to see a clear plan of how 
service and access to veterans in my community will be 
improved and expanded. This is the only goal that matters. 

I realize that this is a difficult process. 

But our veterans deserve a vision, a blueprint that guides our 
actions. 

A vision of a better VA, where our veterans are the first and 
foremost constituency and their interests determine the bottom 
line. 

This hearing is important not only for how it affects Chicago or 
any single service network. 

This is also about the health care our veterans have earned and 
deserve in VA facilities in Florida or Boston or Los Angeles or 
anywhere the process of change has begun. 

We owe our veterans answers to their questions. 

I am hopeful that today's hearing will help us achieve this goal. 

Mr. Chairman, I thank you again for calling this timely hearing to 
address this important matter. 

I look forward to the testimony of our witnesses and thank them 
all for joining us this morning. 
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Statement of Reprentativa Helen Chenoweth 
7 / 24/97 

Opening Statement for Hearing on VA Health Facility Consoiidation 

As I've watched the process of health system consolidation proceed in the 
private sector. I have observed developments that are both positive and disturbing. 
On ttte one hand, we see new efficiencies, greater access, and lower costs. On 
the odter hand, we all too often see quality suffer, access restricted, or at the very 
least, inconveniences Imposed on patients. It is because of the potential and the 
drawbacks that can result from facility integration that today's inquiry Is so 
important. And I would like to thank each of the witnesses for participating. 

We cannot gamble where veterans health is concerned. I look forward to 
applying what we learn here today to plan the best possible strategies for facility 
integration, so that we can maximize the efficiency benefits without sacrificing 
quality or access. 
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Statement of Congressman Danny K. Davis 
Before the House Conunittee on Veteran’s Affairs’ 
Subcommittee on Health Care 
July 24, 1997 

Chicago’s Veterans Integrated Service Network 


I want to thank Dr. Cummings for her appearance her today. The 7th Congressional 
District, which I have the honor to represent, is home to three of our nation’s VA 
hospitals and has a special responsibility in the care of our nation's veterans. 

I believe that it was Voltaire who said that “God is in the details.’’ There is nothing 
so revealing in politics or government than the moment when general policy must Ik 
converted into specif c action. That's when the high sounding ihetoric goes out the 
window, or becomes a pathetic apology or an attempt to cover up. 

These moments become or should become markers, measurements of our real intent 
and commitment to meeting the needs of the people we serve. We have such a 
moment here and now in the 7th Congressional District. It will become a test case 
for the entire nation, a measure of our commitment to honoring the promises we 
made to our veterans; an indisputable signal of our priorities for public spending, an 
example of how government and the private sector can work together for the public 
good or how a lack of understanding, inability to be flexible and unwillingness to 
cooperate cans conspire to twist public policy thereby causing activities and 
services to become more costly, or at worst unavailable. 

As a part of a commendable effort to improve the efficiency of the Veterans 
Administration's ability to deliver health care, VISN 12 has been charged with 
helping to lead the way nationally in an “integration’’ to create the most efficient and 
manageable service possible while expanding service to veterans, including quality 
and timeliness of care, accessibility of care • of particular importance for Chicago’s 
large homeless veteran population - . and patient satisfoction. Coals were also sec 
for concern for employees and concern for other stakeholders. A stakeholders 
Advisory Group was established to provide input and feedback to help ensure the 
achievements of these goals. 
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It was estimated by the Secretary of Veterans Affairs, the Honorable Jesse Brown, 
that VISN 12 needed to reduce annual expenditures by SS7 million over fiscal years 
1997 • 1999 in order to bring expenditures into better alignment with VA costs 
elsewhere. The Secretary pledged that in the process of reducing costs that VISN 
12 would improve the quality of care. Increase the number of veterans served by 
20% - nearly 28,000- by the year 2002. The Secretary outlined a plan for 
integration addressing all of the specific Congressional mandates and indicating that 
both the Lakeside and Westside facilities are essential and that there was no plan or 
intent to close either campus. 

Certainly there was no end of stories of inefficiency and waste in the VA system 
Stories of vets who had been admitted to the hospital in order to be issued crutches 
due to outdated standards of practice. Stories of rmuiing two laboratories 
conducting the same test, both of them operating with less than optimum toads. 
Stories of waste and inefficiency in purchasing and food service and data 
processing. VISN 12 has made significant strides in integration and in achieving 
cost savings, cost avoidance, improved management and a higher standard of care. 
Certainly more wait remains to be done. 

But the overall picture is a positive one. The VA Chicago Health Care System with 
over 40,000 veterans served is the largest health care provider in VISN 12 and 
delivers services in a highly cost effective manner. Over a three year period the 
number of veterans served exceeded 70,000 with 15,000 inpatients admissions and 
500,000 outpatient visits annually. 

VISN studies and working groups concluded that VA Chicago benefitted from, and 
needed to insure the continued existence of both its campuses: Lakeside and 
Westside. VA Chicago is unique among integrated VHA health care systems with 
two major academic affiliates: McGaw Medical Center of Northwestern University 
with Lakeside and the Univenity of Illinois at Chicago with West Side. 

Mr. Joseph L. Moore, Director of VA Chicago Health Syston wrote: “my promise 
is this: we at VA Chic^ will continue to meet the challenge and stay the course. 
Neither of our facilities will close. We ask only that you keep the feith as we set 
our si^ts high and aspire to serve, as never before, you who yourselves have 
served.” 

Yet scxnehow the specter of closure continues to haunt VA Chicago, and 
particularly the Westside facility, fanned by ax wielding budget cutters, short- 
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sighted planner/managers and a host of other inodem day activities. These proposals 
are a deep and fundamental disservice to our veteran community, the medical 
community and all other people of the region. The mechanisms to close one of the 
facilities only serve to diminish the ability of the University of Illinois and 
Northwestern University to serve the health needs of veterans and to train 
physicians and other health professionals. Both these institutioas are outstanding 
and highly rated In fact, the University of Illinois is responsible for the graduation 
of more Ahican-American medical doctors than any other institution. 

The proposals for closure of facilities are made with the simplistic logic which has 
become so fashionable today. There is ito consideration of human cost cutting. 
There is no consideration of societal costs of closing. There is no consideration of 
the effective use and preservation of resources. There is no consideration of the 
long term costs and impacts. There is no consideration of the disproportionate costs 
which may be borne by one or another segment of the population which is more 
often than not the minority community. Short term, superficial gain is offered as the 
rationale. Did Aesop teach us nothing with his fable of the goose who laid the 
golden egg ? 

How often is the public to evaluate these debates ? How can those who have not 
had a chance to read the working group reports on VA integration make sense of all 
this ? Let me suggest some rules for the general public in evaluating the arguments 
in this debate. 

• If or when an elected ofRcial tells you that we caimot afford to fulfill our 
promises to those who served their country and that we must close hospitals 
in order to provide quality health care then it is time to offer that elected 
official a reality check. 

• If or when an official in the veterans administration tells you that we have to 
cut back on services to vets in order to save the system then it is time for that 
individual to go back for basic re-indoctrination on the mission of the VA. 

• If or when the inflating for control of resources reaches the point where the 
needs of our vets are endangered then its time to expose those intrigues for 
the teal dangers that they are and to exclude those who seek bureaucratic 
control from decision-making roles. 

Now is the time to get our priorities straight. Yes, we are for efficiency- we are 
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stewards of our precious, hard earned tax dollars, especially as more and more of 
those dollars come from our constituents who can least afford them. Yes, we must 
look at new ways of doing things- it is part of our responsibQity to constantly seek 
new, innovative, better ways of addressing the needs of our people. 

But the constant hysteria which denigrates all public programs, which blindly calls 
for cutting, closing and terminating for the sake of arguments which comfortably fit 
into sound bites is dangerous, and now it is endangering die health and well being of 
our vets. Complex (H'oblems cannot be addressed by simplistic solutions. 

There ou^t to be a way to reorganize health care for our veterans without 
diminishing the quality, timeliness, humaneness or accessibility of that care. There 
ought to be a way to reorganize health care for our veterans which preserves 
treasures such as our twin affiliations to our outstanding medical teaching 
institutions. There ou^t to be a way for our VA health services to play their 
rightful role in advancing the state of medical knowledge. There ought to be a way 
we can include the interests of all of our dedicated employees, many of whom have 
devoted their entire careers to the service of our veterans. 

There is such a way. It has been outlined by Secretary Brown and Director Moore 
in writings and in discussions with myself and other members of the Illinois 
delegation. It is a plan which seeks out and uses every available resource, including 
both Westside and Lakeside to fulfill the mission of VA Chicago. The veterans of 
the Chicago area, and certainly of the 7di Congressional District will accept nothing 
less. 

America has no “surplus” people; every veteran, every employee, every health care 
provider and student is precious and invaluable. We urge VISN 12 to continue to 
reaffirm their commitments to the stakeholders, to continue iheir reorganization and 
continue their commitment to an open process. 
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STATEMENT OF 

t^NNETH W. KIZER, MO. . H.P.H. 

UNDER SECRETARY FOR HEALTH 
DEPARTMENT OF VETERANS AFFAIRS 
ON VA-S TREATMENT FACILITY INTEGRATION STRATEGY 
BEFOI^ 

THE 

SUBCOMMITTEE ON HEALTH AND SUBCOMMITTEE ON OVERSIGHT 
AND INVESTK3AT10N8 
COMMITTEE ON VETERANS' AFFAIRS 
U. S. HOUSE OF REPRESENTATIVES 

JULY 24. 1997 


I am pleased to be here today to discuss with the Subcommittees one particular 
strategy that VHA Is utllizir>g to better serve Its patients. This is our treatment facility 
integrations strategy. 

In these opening comments I would like to briefly do bvo thngs. First, I would like to 
provide some context tar these integration efforts arrd for sorrre of the more facility 
specific comments that wM be made by other witr>esses on this panel. Second. I would 
like to quickly overview the generic process being uttitzed to implement this strategy. 

As you know, revolutionary forces are buffeting the entire American healthcare system. 
These forces ate causing profound changes in private sector healthcare, as well as in 
government programs, artd they necessitafo the cr e a tion of new types of delivery 
org«iizattons. The delivery model being pursued most widely, for a number of reasons, 
is the integrated service network <1SN) - Mso known as an integrated delivery system 
(IDS) -In which organizational entitias like hospitals and cfinies. partner with physicians 
and other caregivers, as well as healthcare support functions. In creative ways to pool 
their resrxirces and align Aem to better serve patient rteeds. These ISNs are taking 
many forms and are developittg in dlfforent ways In response to the myriad antecedent 
conditions ar)d specific circumstarrces driving their creation. 

In the veterans healfficare system, hospital and other focWy integrations, as well es 
dlnlcat and support service integrations, are part of the larger network integration 
strategy aimed at providing more accessible, reliable and consistently high quality care 
for as many patients as possible with the resources avaiable. 
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More spedfically. the five generic purposes of this strategy that apply to the 40 facilities 
that have, so ^r, been approved for Integration are: 

1. To increase access to care; 

2. To increase the predictability and consistency of high quality care being provided; 

3. To optimize the utilization of physical plant and capital assets, personnel and other 
resources <i.e., to better capitalize on the strengths of each facHtty); 

4. To modernize VA healthcare • its administrative practices, clinical and care 
martagement strategies, and physical assets; and 

5. To reduce unnecessary costs and increase iheeflicietKy of operations (attd 
especially to free up dollars spent on administration for direct pabent care). 

In considering these generic purposes it Is important to also consider several other 
contextual points. For example, as noted above, facility integrations are part of a larger 
network Integration strategy. Faculty integrations do not tMcessarily produca a lasting 
end product, but Instead are part of an ongoing ntegrattve process that may Involve 
circumstances and changes beyond the speciflc facilities involved. For example, the 
merger of the radiology services at two integraOrtg hospitals may be superseded by a 
network-wide teleradiology Initiative. Simlarly, the consolldabon of the food service or 
laundry operations at two integrating faculties may be superseded by a natwork-wide 
bulk food preparation initiative or consolldetion of all network laundry activities at a yet 
different fadity. Unfortunately, the disparate ckcumstances prevalent at fodllOes and 
within the networks mean that these various acliviliea are evolving from differing 
starting points and at dlfferem paces. 

A second poirit of context is that no single formula or process has yet been devised that 
works for these integrations because of the vurykig future of the involved facilities (i.e., 
rural-urbarvsuburban location, small-iarger size, general acute eare-psychlatiic- 
extended care mission, tertiary-non-tertiary care), the different speciflc services they 
provide and the particular issues being addressed by the integration, among other 
things. Every one of our 19 inlegrations so for has involved a different set of facility 
characteristics. 

Treatment facility integrations are all different because they address different issues 
arid ckoumstances. Indeed, desplle the hurvtreds of hospltd mergers and Integrations 
that have occurred m the private sector, (here is mt yet an agreed upon Integration 
process or terT^ilate in the private sector. To quote from an article in the May 1997 
issue of Healthcare Laadershia Review. -There is no 'right' wav to intecrate.* The 
artlde goes on to say that. *tt isn't possibie to develop a model that anticipates changes 
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in ttie marttetptace. Integrated delivery systems (lOSs) need to expllcltiy acknowledge 
and plan for change as markets develop artd participants adapt and grow.’ An artide In 
the July/August loa? issue at Healthcare Forum Journal further makes ttils point with 
its title, 'Onesizedoesnifit all ...The right way to Integrate.* It is generally not 
possiUe to describe ail of the long-term outcomes of tedlrty Integrations since the 
integrated teclllties and their deliveiy systems are living entities that wU continue to 
change and evolve over time as they address their unique mix of dinical. demographic, 
geographic, social, econorrgc and cultural issues. 

Another Important contextual point to be made is that VA has committed to having a 
high degree of stakeholder involvement and participation In the dedsion-making 
process regarding dirtical sendee integration. If we are going to honor this commitment, 
which Congress has generally supported, then w« cannot have determined all the 
outcomes before stakeholders have a chance to work through the issues with VA. 

Quite simply, we caniwl have an open and padidpatory process and have 
predetermltted outcomes. If stakeholders are going to be meaningfully involved In 
dedsion making then VA cannot have already made the dedslons prior to Involving 
them in the process. 

To date. VA Headquarters has approved IntegraSon of the management of 40 medical 
treatment tediiOes (fO integiated tedlities). Of course, each integration is at adifferent 
phase of reorganizing since the approvals have occurred at different times over the last 
two years. So far. these facility Integrations have produced efficiencies estimated at 
weS over S50 million: we expect this amount to significantly incraase In the future. Over 
l.OOOFTEhavebeenreducedasaresuttoftheintegrations. While administrative FTE 
has been decreased, the factHties have been able to add dinical staff. Even in times of 
limited budgets, the fadthes have Irtcreased prlmaiy and spedatty care. Clinlea have 
been opened or enhanced at fadUOes that hlstoifcaly referred patients to more dialant 
facilities, resulting in improved access and reduced waiting times. In addition, 
resources generated from these efficiencies have been used to open Community 
Based Outpatient Clinics, replace mudi needed medical equipment, and rrtake 
necessary facility capital improvements. 

In developing plans for and in implementing fadllty integrations, network directors 
collaborate widely wffo leedership and stakeholders. The need to do this has been 
repeatedly reaffinned. Further. VHA Headquarters has fried te provide guidance to field 
facilities to assistthe process. Forexample. in the spring of f 995, authority and 
guidance was issued to the field grandtrg individual medical centers the flexibHNy to 
respond to changing local and regional circumstances in the healthcare marketplace. 
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Organizational changes that add, eliminate, or consolidate dinical and support services 
at tecilitles are subject to review and approval by the NetworV OitBctor. However, 
proposals to integrate entire treatment tedities under a single management structure 
are reviewed and approved by VA Headquarters. Information submitted for review 
includas, for example, a statement on the missions and geographical service areas of 
the facilities affected, patient refenal patterns, historical badtground, significant 
milestones, stakeholder Involvement, current issues, gods, end evehjation plan. 

I want to emphasize the Important role of our stakdwiders In title change process and 
assure you of our intent to involve stakeholders from the beginning of the process to 
final evaluations. Our stakeholders include veterans service organizations. 
Cortgresskxtal rrtembers and staff, academic sfMlates, the community, labor- 
management partnership councils/uniorts. and employees. With stakeholders' help 
most of the Integrations ar>d cortsoHdations have proceeded without significant 
dlfHcuIttes or Incident. Indeed, atlntegratk>n8involvingonly4ofthe40facilitles 
pursuing Integration have notable problems developed. 

As we all know, change is not easy, and lessorts are Inevitably learned with experience. 
As such. VHA has tried to learn from Its experiertce and refine the integration process 
overtime. In May 1996, VHA prepared a lessons learrted' book to share Information 
oi> successes atfo problems encountered on the Integrations that were then underway. 
And now, after an additional year of experierKe, we are preparing a nwre current 
guidebook based on a much larger number of fadlty integretions. This publication wH 
better identify and define the general phases and rruny steps of the integration 
process. I want to stress, however, that it is not my Intent to be unnecessarily 
prsscrfotive or to formulate a rigid bureaucratic process that stifles creativity and 
innovation. However, with the experience that we rww have we can more clearly define 
a process Suit should help guide ViSNs and focIHties through this procesa. Indeed, 
based on our experience to date, there appears to be 5 phases to the integration 
process. These phases are as follows: 

• Phase I -Visualization, Cortceptualization aitd Initial E)q)ioration 

The intemal exploration and discussion of the possible integration. Initial 
communication with stakeholders about the idea, and delineation and specification 
of the reasons and criteria for integration. 


Phase II - Quantitative and Quailiattve Analysis and Decision Making 
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Compleb^ a detailed anatyais of ttw economic, admini s lr a ttve and clinical impacts 
of integrating sen/ices, initiating active stakeholder involvement to understand their 
concerns and Issues, and convening planning committees, as needed, if the 
decision Is made to proceed wHh the integratiorL 

• Riase III • Implementation Planning 

The specilication of the tasks rarjuirsd to integrate the Polities, evaluation and 
analysis of alternative integration scenarios, and selechon of the best approach. 

• Phase IV • Implementation of integration Plan 

The integration of common nvirtagemeftt and administTalive functions, successive 
integration of dlnlcal and clinical support services, and course corrections, as 
needed. 

• Phase V- Evaluation 

Uonltoring results of the integration, analysis of whether the integration's stated 
goals were achieved, Identifying other results and outcomes of the Integration, and 
further course corrections, as needed. 

Witti respect to evaluation, I have also requested that our HeaHh Sen/ices Research 
and Development Service, through its Management Decision and Research Center, to 
conduct a systematic assessment and evaluation of all of our medical facility 
integrations. The study Is currently In progress and. at present, is focusing on 
treatment faculties approved lor integration between January 199S and September 
1996, plus the Southern California System of Clinics. 

Mr. Chairman. In summary, Inlegratirtg medical treatment facHties, as well as Individual 
services or functions, has proven to be a valuable tool for VISN Directors In 
restructuring and establishing integrated service networks. This strategy and its 
imi:4ementation has produced understandable anxiety and resistance from some of our 
stakeholders. The or>e concern expressed most often has been that the integration 
was a precursor to closure of one of the facilities when, in fact. It was behg done to 
Improve the viability of both facIHies. Indeed, as a result of these Integrations, the VHA 
has been able to treat more veterans, make VA care more accessible, reduce 
administrative costs, expand sendees, and achieve many other positive results In light 
of our severe fiscal constraints. We are continually trying to improve the integration 
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(Hocess and, ttius, we welcome suggestions from GAO. the private sector, or others on 
how best to accomplish this strategy. 

That condudes my statement I wil be happy to answer your questions. 



VA /fitegntetf ftc/HUes 
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STATEMENT OF 
JOAN £. CUMMINGS, MJD. 

NETWORK DIRECTOR 

VETERANS INTEGRATED SERVICE NETWORK 12 
fflNES, ILLINOIS 
JULY 24, 1997 

Mr. ChaitRun, other speakers and guests - Good moming and thank you fgrthia opportunity to 

discuss the integration of the VA Chicago Health Care System (Lakeside/West Si^ Divisions). 

I would like to state diat the Lakeside/West Side VAMC integradoo is one element of a larger 

Network strategy aimed at accomplishing five principal goals. These goals ate to: 

1. Increase Access: VA has systemwide goals of increasing the accessibility of VA healthcare 
and of increasing Che number of veterans receiving care fiom VA by 20 percent by 2002. 

For VISN 12, this goal equates to increasing the number of persons who use VA by 
^proximately 28,000. That is, over the next 5 years, we would like to see the veterans 
healthcare system providing care for an additional 28,000 veterans in Chicago and ocher 
areas of VI^ 12. To do fills, we rwed to establish care sites that are much easier to access 
than the present hospitals. For example, we would like to see that veterans in high-need 
areas such as Austin on the West Side have much better access to VA by establishing a 
community-bssed clinic there. As you know, however, there is not expected to be any new 
Federal funding to achieve the goal, so if we are going to increase the accesaibilicy of VA 
healthcare, then we simply have to do so by providing care more efficiently than we have in 
the past and redirecting the savings to expand access. 

2. Modernize VA Healthcare: There is a need to modernize both the manner in which 
veterans healthcare is provided in Chicago, as well u to modernize our ftcilides. For 
example, in VISN 12, we need to invest more in fiber-optic infiastnictuie and computers. 
Again, given Federal funding realities, progress in this regard can only be achieved by 
finding savings in other areas. In this regard. I would again note that current state-of-the-ail 
medical practice and new technology is allowing much more care to be provided in 
ou^cienl settings than in hospitals and that in recent years healthcare has become primarily 
an ambulatory activity. 

3. Optimize UtUlzadoDofVA Capital Assets: WeneedtooptuntzetheutilizationofVA 
physical plan and capital assets to maximize the cost-effectiveness of our services. To do 
this, we must eliminate unnecessary duplication or redundancy ofservicea and technology, 
consolidate low-volume specialty services, coordinate resource decisions better, increase 
telemedicine usage, and achieve better economies of scale end ^oductivity wherever 
feasible. For example, one of our Chicago inpatient surgical services has an occupancy rate 
of about 30%, while the generally accepted standard in health care is that this should be 
tbout 8S%. Meintaining such low utilization neither uses taxpayer dollars prudently nor 
promotes quality care 

4. Reduce Costs: The cost of VA healthcare in Chicago has been substantially higher than in 
most of the resioftheNatioo. We must use our resources as effectively and efficiently as 
possible. Even in the absence of any budget imperatives, this VISN needs m realign clinical 
and administrative programs to reduce (heir resource consumption. The goal here is simply 
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to bring VISN 12 into beoer alignmcDt with VA costs elsewhere. A significant part of the 
problem in this regard is the over-utilizatioa of VA ir^tient care in tbe Chicago area. I 
tvant to stress that costs are being reduced by making our pcogtams more efflcient>noc by 
diminishing the quality or amount ofcare we provide Chicago-area veterans. We have in this 
VISN decreased our length of stay<Bed Days of Cate) by such a degree thu we have closed 
1688 acute care beds which are no larger needed. These recovered resources will be utilired 
to provide better, more accessible care to larger numbers of veterans particularly in the 
outpatient setting.. 

6. Eiunre Consistently High Qnaltty Care: Finally, we are trying to ensure that VA provides 
consistently high quioity care dirot^bout tbe Network (as well as throughout the system). 
'Hus will require more standardization of our services and better utiliation of resources, 
including tbe eliminatioD of certain low>voIuine services, than has occurred in the past. 

Mr. Chairman, I would also take this oiqiortuni^ to reaffirm my belief that both the Lakeside 
and West Side Divisions are essential arid that L and the Department, have no plan to close either 
Division. However, if we ate going to achieve the five goals: 1 increase access; 2. Modernize 
VA Healthcare; 3. Optimize utilization of VA capital a$sets;4. Reduce costs; and 5. Ensure 
consistently high quality care, then there is a need to change how these facilities provide care and 
what specific services diey each provide. I have serious concerns about suggestions that the 
integration process should be delayed until a complete master plan is available. Since the 
decision to administratively integrate the two &cilities. many wok groups have been established 
and are planning to implement the goal of a single entity providing primary and tertiary care to 
the veterans of Chicago. Part of that plan has included reevaluating and assessing all equipment 
needs and putting them in the context of one VA. For example, dim were two angiography 
suites planned prior to die integration at a cost of S 2.S million ($1 .25 million per suite- 
construction and equipment) each. Tbe work group analyzed the patient needs, location, spice, 
etc., and decided to place one suite at West Side and eliminate die second suite. Not only did this 
save our VISN SI.2S millioi. because the work groqi recommendatiou were able to be 
implemented immediately we avoided any deftult on connets or any unraasonible delay in 
providing the angiography exams to the patients of Chicago. 

There ate similar isaues facing several odier wok groups including the ord e r in g of replacement 
cardiac catheterization equipment Lakeside has had to suspend cardiac angioplasty procedures 
inspite of having staff well qualified and highly sained. Tbe woric group is again ev^uating and 
is close to a recommendation. Patients who now need catdiae angioplasty requite referral to 
Hines where previously these procedures were done in close proximity to their primary care 
team and widKut incurring added expenses related to Cian^ortation a tbe need for local 
emergent care. 

The two divisions have eliminated 108 positions during our hiring freeze. Many of these 
vacancies were eliminated either through the buy-out or attrition in expectation of the work 
groups recommending a smaller number of employees and less supervisors. In addition normal 
turnover has generated some vacancies which have been left unfilled in anticipation of the 
outcome of the work groups. If these work groups are not allowed to integrate services between 
the two divisions for any prolonged period of time, the short term solutions providing the 
replacement of the direct and support cate which these vacant positions represent no longer are 
satisCictory and thus this becomes a serious patient care issue. 


2 
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From the time the integration wu administntivety approved any service chief vacaitcy which 
occurred was not filled to allow for the integrated service to Amcdoo without a loss of 
leadership. VA Chicago has eight service chief vacancies, some of these have been integrated 
with a single chief such as Nutridoo and Food Service. To fill the others would be difficult if not 
Impossible when applicants would know that an integration was in process. Delaying the 
integration of a service until all other plans are approved would be very difficult with one of the 
divisions having no permanent chief or supervisor. An Acting Chief can provide short term 
coverage but real noanagement requires a permaneni Chief. 

There are plans in the VISN for another Reducti(n-In*Fcice and Staffing Adjustment of Title 38 
personitel due to our continued drop in length of stay and movement to more ambulatory care. 
When this occurs we have been planning to use bodi divisions and the integrated services will 
allow us to move employees across the two divisions potentially avoiding some separations. If 
the RIF/Stafffmg Adjustment were to occur separately in the two divisions, we believe the BJF 
will go deeper into the organization and will result in ntore employees actually being separated. 

The Nutrition and Food Service wMk group has recommeDded one kiteben to serve both 
divisions. Delaying the closure of the second Idtchen while awailmg the mtal plan would also 
delay the savings from the closure of that second Idtchen. The anticipated savitsgs from the 
integration are in our plan for the coming fiscal year. To delay any implementation until the 
entire plan is available for review by a b^y unknown, would also force us to look for alternative 
sources for those savings and ntay cause a higher number of RIF/Staffing Adjustment requests 
and may impact on patient care programs directly. At this point with die integration proceeding 
we would not expect any patient care program closure. We will proceed with following the 
Integration Coordinating Committee and Stikeboldeia Advisory Task Group findings and 
recommendatioru and thank you for the opportunity to present this overview. 

Finally we have in place a review of all minor constiuctia and NRM ejects which are being 
measured agsinst die progress of the Integration Coordinating Committee and are being sent to 
the various work groups for review. As with the Angiography, we eiqiect that some will be 
cancelled and otbm may be modified based on the ddiberatioos of the groups. To stop and have 
all scheduled projects go forward without diis review may svell cause significant waste of 
resources. In addition, our space planning would be adversely affected m viewing these as 
serving two divisions is ictutlly generating available space for VA Chicago to utilize. Both the 
angiography and kiteben deletion projects demonstrate bow space has been made available 
through the integratimi process. 


Historical Background 
Lakeside and West Side VA Medical Centers 


COMPLEMENTARY MISSION AND SERVICES 

Lakeside and West Side VA Medical Centers (VAMCs) are both predominantly acute care, highly 
affiliued, urban medical care &cilities. Both opened in 1954 and dieir respective academic 
affiliations have been in place since (ben. In addilian, die two medical centers serve the same patient 
service area. They currently share progtams and affiliations in nuclear medicine, chaplain siqrport, 
music therapy, and human resources maiugemenL 
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Lakeside VA Medical Center, located on the near nottli side of Chicago, offeis primary and tertiary 
care to 460,000 veterans living in Cook County, tUinois and Lake County, Indiana. Lakeside treated 
2 1 ,476 veterans in FY95 and had mote than 6,600 inpatient admissions and 208,000 outpatient visits. 
It has 3S0 authorized beds, 1,200 employees, 300 volunteers and a S96 million annual budget. 
Lakeside’s Adam Benjamin, 3r. VA Outpatient Ginic, located SS miles southeast of Chicago in 
Crown Point, Indiana, provides services to veterans (46,700 visits in FY9S) in northwest Indiana. 
Residents and medical students who train at Lakeside rotate through the outpatient clinic as well. 
Lakeside services Vietnam Veterans Ouaeach Centers in Chicago Heights, Illinois and Gary, 
Indiana. 

Lakeside is a member of the McGaw Medical Center of N«thwestem University, which also 
iiKludes Children's Memorial Hospital, Evanston Hospital Corporation, Northwestern Memorial 
Hospital, and the Rehabilitation Institute of Chicaga Northwestern Universi^ Medical School is 
Laknide's primary alliliaticn for d>e training of 102 paid medical residents and fellows. All 
physician staff have faculty qipointments at the affiliate. There are 22 additiorul affiliation 
agreements with 16 other institutians covetittg eight clinical and allied health professions. Lakeside 
has a diversified research program consisting of 40 VA-hinded and 30 non-VA-fiinded investigators 
with 17S projects and funding of approximately SS million. 

IfeM Side VA Medical Center, located m the near west side of Chicago, is a 43S-bed facility 
offering primary and tertiary care. West Side primarily serves the veterans of Cook County, Illinois, 
who number 41 1,000. West Side treated 24,781 veterans in FY9S and had more than 8,100 inpatient 
admissiotts and 280,000 outpatient visits. It has 1 ,370 employees and a $ 1 23 million annual budget. 
West Side has three community-based off-stadon programs: a Veterans Resource Center, a Drug 
Dependency Treatment Center and the Hyde Park outpatient clinic. 

The University of Illinois at Chicago is West Side's primary affiliation for the training of 129 paid 
medical residents and fellows. Other training programs cover such areas as dentistry, nursing, 
podiatry, pharmacy and other allied health professions. West Side has a research program of 
^proximately S1.6 million funding 20 medical investigitccs focusing on such areas as hematology, 
gastroenterology and, molecular biology. 


GEOGRAPHIC AREA 

Lakeside and West Side VAMCs share similar geogra[duc and patient populadoi areas; 

• The commuting distance between Lakeside and West Side is about six miles and can be 
traversed by car in 10-20 minutes. 

• Both facilities are accessible through a variety of public transportation networks. 

• Both Lakeside and West Side draw the majority of their padents from Cook County, Illinois - 
67% for Lakeside and 90% for West Side. Another 19% of Lakeside's patients live in Lake 
County, Indiana, the site of the medical center’s satellite ou^adent clinic. 
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• The geographic area comphaing the two medical centers and their overiqiping patient 
populations is also the site of sev^ Vietnam Veterans Outreach Centos and additional access 
points. 


NATURAL PATIENT REFERRAL PATTERNS 

The proximity of the two fitcilities has fostered a referral pattern dtat readily flows in both directions: 

Shared patients: 3^00 

Unique patients at Lakeside; 21,476 

Unique patients at West Side: 24,781 (excluding fee basis) 

HISTORICAL INFORMATION 

• Due to their proximity (six miles and 10-20 minutes travel tiine), the integration of Lakeside and 
West Side VAMCs hu been discussed for many years. In 1994. a VHA Management 
Improvement Task Force, one of several nahonally appointed task flmes, evaluated potentiat 
FTEE savings from VA medical center inttgraiions and consolidationa. The ta^ force 
identified a number of potential integratioos sites, including Lakeside and West Side. In March 
199S, the Secretary of the Depattment of Veterans AfEiira a^roved integrating sixteen (16) 
medical centen into seven (7). Lakeside and West Side were not included on ^s initial list. 
Since that time, the Secretaiy has approved three additionai integrations from that list, e.g.. East 
Orange/Lyons. Pittsburgh-Highland Drive/Pittsburgh-University Drive, and Mot Springs/Foct 
Meade. 

• The four Chicago-araa VAMCs, under the auspices of the Chicago Networic Council, conducted 
the facility development planning (FDP) process as a single, integrated plaiming group. 
Although the plan identified the potential for integtaiioa of facilitiet, the Network Council took 
no action since the Veterans Integrated Service Network (VISN) structure was being planned 
nationwide and it was believed that the VISN would be the app rop riate body to deal with most of 
these issues. 

• In August 199S, Ae Chicago Network Council consolidated the Human Resouroes Management 
Services of Hines, Lakesi^, and West Side. The consolidated Service is located at ^ward 
Hines, Jr. Hospital. Other potential administrative service consolidations were re fe rred to the 
VISN for further evaluation. 

• Since the establishment of Ae VISN in October 1995, one of the highest priorities has been the 
review of Ac VISN tertiaiy care fecilities for the most effective use of resources. Admmistrative 
and clmical integratim and consolidation issues were discussed starting wiA initial visits by the 
VISN Director to each of Ac eight fecilities and meetings wiA Ae Deans of the affiliated 
medical schools. At the eti^Ioyee ‘'town hall" meetings, nAich were open A all employees 
(mcluding union representatives), the Networic Oiiecter discussed Ae need to review all elinical 
and adfflmistrative programs, identify ^n^riaie efficiencies, including mtegiations and 
consolidations, and evaluate Ae potential f^ improvemanis m resource utilization and patient 
care. The most commmly identified programs were cardiac surgery, angioplasty, and 
neurosurgeiy. The Lakeside and West Side meetings were held m Januaiy of 1996. 
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• Between November 199S and May 1996. teams to evaluate Patbology and Laboiatoiy Medicine, 
Imaging, and the development of a single Business Office for the VISN were established. The 
Communication Team 1^ already implemented a computer netwmk linking all eight of the 
VISN Medical Centers and is making plans for telemedicine and videoconferencing to enhance 
services at primary care/rural sites. 

• Between October 199S and Februaiy 1996, the Network Director met with the Deans of the six 
medical schools affiliated with dte VISN 12 VAMCs. During these meetings, the Network 
Director discussed the similarities and proxiinity of the tertiaiy care focilides, clinical 
redundancies, and the potential for cioss*fociU9 medical residency training. Edward Hines, Jr. 
Hospital already has multiple affiliations, speeifically with Loyola University, University of 
Illinois at Chicago, and Chicago Medical School. 

• Both medical centers sre located in the State of niittois and therefore equally subject to the 
Impact of existing and future state healthcare legislation. (TIte Adam Benjamin, Jr. VA 
Outpatient Clinic is located in Indiana). 

• Lakeside and West Side share the same U.S. Senatms (Paul Simon and Carol Moseley-Braun) 
and Congresswoman (Cirdiss Collins). 

• Both facilities share the same labm market Both are represented by GSEU, Local 73 of SEIU. 
In addition the nurses st West Side are represented by the JUinois Nurses Association (INA). 


SIGNIFICANT MILESTONES 


November 6, 1993 Joan E. Cummings, MD. (Chairman of the Chicago Network Council and 

Director. Edward Hines, Jr. Hospital) testified to t subcommittee of the 
House Veterans Affaire Committee ebout the Network Facility Development 
Plan then being formulated by Lakeside, West Side. Hines and North 
Chicago VAMCs and discuased planning options, including program and 
EKility tntegralion among these four Chicago-area VAMCs, 

June 1 994 Network Facility Development Plan finalued and forwarded to VHA 

Headquarters (then VACO). 


August 199S 


Human Resources Management Services of Hines. Lakeside and West 
Side are consolidated. 


October IS, 1995 Position ofDirector at Hines became vacant There are immediate and 
widespread rumors that Lakeside and West Side will be integrated. 

Januaty22, 1996 Network Director visited Edward Hines; Jr. Hospital and held town hail 
meeting with employees. 


January 25, 1996 Network Director visited West Side VAMC and held town hall meeting 
with employees. 
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January 2j. 1996 
January 30, 1996 

January 30, 1996 
February 27, 1996 
February 27, 1996 
Marsh 28. 1996 

March 29, 1996 

Apnl 1, 1996 

Apni 7, 1996 
Ajnil 16. 1996 


Networt: Director met with die Dean of Ore College of Medicine of the 
University of Dlittois at Chicago. 

Network Director visited Lakeside VAMC and held town hall meeting 
with employees, including teleconference hookup with employees 
of the Adam Benjamin, Jr. VA Outpatient Clinic in Crown Point, Indiana. 

Network Director met with the Dean of the Northwestern University 
Medical School. 

Network Director visited North Chicago VAMC and held town 
hall meeting widi enqtloyees. 

Network Director met with the Dean and department chairs of the Chicago 
Medical School 

Network Director met widi the representatives of the Chicago area 
Veterans Service Organiadons and discussed die issues surrounding 
duplication of services. The Network DiitctM emphasized the VISN 
position diat the fecial needs of psychiatry and rehabilitation patients 
preclude closure of any Cmilily. Consolidation of medical/surgietl inpatient 
servicea between the two Chicago VAMCs was identified as requiring study 
bytheVISN. 

Network Director met with a group comprising the Dean or his 
representative from five of the six medical schools affiliated with VISN 
VAMCa (dte Dean from the University of Wisconsis was unable to attend). 
The issue of medical/surgical inpatient services in Chicago was reviewed at 
length, iiKluding discussionofclosureofbeds at either Lakeside or West 
Side and increased use of dte beds at Hines. The poiqi discussed the 
creation of a committee, whose membeis would have no links to X,Bkeside or 
West Side, to assess snd make recomraeadationi to dte Network Director 
regarding die placement of the medical/surgical inpatient services. 

Network Director met with the staffof die Chicago area Congressional 
delegation. The clmical redundaoeies, as discussed with the Veterans 
Service Organizations, were presented, including the proposed evaluation of 
the placement of acute medicine and surgery iiqiatient services. 

The position of Director at West Side became vacant with the iraiufer of 
J<^ DeNardo to the position of Director of Edward Hines, Jr. Hospital. 

NeewMk Director briefed Secretaiy Brown and his staff on discussions 
concerning the potential for an integration of Lakeside and West Side in 
preparetim for the Secretary’s meeting with Congresswoman Cardiss 
Collins and Dr. Geiald Moss, Dean of die College of Medicine of the 
University of Illinois at Chicago. 


7 



75 


April 17. 1996 
April 24,1996 


May 8, 1996 


May U. 1996 


May 13. 1996 
May 13. 1996 


June 27. 1996 


September 12, 1996 


September 26. 1996 


October 28. 1996 


October 28. 1996 


A new^aper the faeul^, staff, and students of die University of IHinoii 
published an article opposing consideration of bcility integration. 

Network Director held a second meeting with Dean Moss, University of 
Illinois, and discussed integration issues, particularly the integration 
of Lakeside and West Side and the concept of multiple medical 
school affiliuions. 

An article regarding the possible inttgradon of Lakeside and West Side 
appeared in the Business Section of the Chicago Triiwio. 

Network Director had a discussion widi Dr. Harry N. Beaty, Dean of 
Northweslon regarding the potential for integraiiofi. The University is 
very coocemed regarding the maintenance of training programs with 
VA and wishes to work with the VISN on the implematation of any 
plans for integration. Dr. Cummings stated her ap^eciation of the 
Universiiy’s position and assured him that they would be full partners in 
the process. 

Leders vttt sent to the Unions by the Director of Lakeside and the Acting 
Director of West Side mforming diem of the potential for integration. 

Networic Director sent letters to the stakeholders such as VSOs, 
Congressional delegation members and affiliated medical schools informing 
them of the planning for a possible integration of Lakeside and West Side 
VAMCs. 

Secretary of Veterans Ai&irs Jesse Brown announced his decision to 
integrate the Lakeside and West Side VAMCs under a single 
management struenee. 

Network Director met with James A. Balcer, Director/Communily 
Liaison, City of Chicago to provide the Mayor's Office with an 
overview of the integration. 

Network Director met with members of the Minority Veterans Steering 
Committee and the Montford Pomi Marine Association to provide them 
widi an i^date on the integration. 

First meeting of the VA Chicago Health Care System Integration 
Coordinating Committee chaired by Dr. Christ^her Terrence, Chief of 
Staffs VA New Jersey Healdi Care System. Subsequent meetings have 
taken place on December 1. 1996, January 29, 1997, March S, 1997, 

April 23, 1997, June 4. 1997, and scheduled for July 16. 1997. 

First meeting of the VA Chicago Health Care System Stakeholders 
Advisory Group, chaired by George Cramer. Assistant Directw, Illinois 
Department of Veterans Affairs. Subsequent meetings have taken place 
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on December 4, 1996, February 20, 1997, May 7, 1997, and scheduled 
for My 30, 1997. 

STAKEHOLDER AWARENESS 
Backyronnd 

Pri<v to the implementation of (he VISNs in late 199S, the Chicago area VA facilities operated with a 
Network Council. A representative of tbe Vetetans Service Organizations and the affiliate Deans as 
well as (he VBA Regional Office Director were members of die (Council. Die management teams of 
these facilities recognized that, because of dietr geographic locations, planning needed to be done as 
a unit. The Chicago Network Council worked to develop a Veterans Health Administration (VHA) 
health care plan for the four VA fiKilities in the Chicago area: Hines, Lakeside, Nordi Chicago, and 
West Side. The goal was a health system that would enhance service to veterans while minimizing 
tbe costs and inefficiencies inherent in operating four hospitals with similar missions in close 
prowmity. To this end they adopted several assumptions which remain relevant in the current VISN. 
These assumptions include: 

• All patients are Network patients and are not identified as patients of a specific facility, but 
identified by physician providers. 

• All resources flow through the Netw^ including resident allocation. 

• Primary care sites are tbe entry points for the Netvrork. New Network participants are possible. 

• Facilities will be developed to meet the Network integration snaiegy. 

These issues will be continually discussed with stakeholders in die months to come. 

Discussions will be occurring against the backdrop of the current negotiations over balancing the 
Federal budget as well as the wide-ranging debate over tbe future of the nation's health care system 
and how VA would fft into a reformed health care delivery system. Although the focus of the health 
care debate has shifted somewhat to tbe states since 1994, its impact on the impoiianee of facility 
and/oi service integration remains high. 

Status 

Stakeholders will continue to be apprised of developments concerning the integration process by the 
Network Director. She has had several teleph^ conversations with s^ members of foe 
Congressional delegation and the news media and will continue to be available as needed. Network 
staff will continue to respond as rapidly as possible to letters of inquiry and other requests for 
infotmstion. 

Vartrani .S arvlea Offle ara. ratninaBdara- anil Rapr««BratiTaa 

Ongoing dialogue about service integration will continue to take place with representatives of 
various Veterans Service Organizations during each focility's regularly scheduled meetings. The 
Network Director will also continue to have frequent communication with these important 
stakeholders. The following organizations will be inchided in this dialogue: 

• The American Legion 
a AMVETS 

• Disabled American Veterans 

• Jewish War Veterans 
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« Militaiy Order oftbe Purple Heart 

• Paralyzed Veterans of America 

• Veterans of Foreign Wars 

• Vietnam Veterans of America 

• Moittford Point Marine Associadoo 

• Minority Veterans Affairs Steering Committee 

• Others 

Congressional Representatives 

The Network Director svill continue to keep all Congressional representatives involved in and 
apprised of the integration discussions. 

EmployeftReUttoiu 

A key factor in any plan to integrate services is the impact on stafD at bodi Lakeside and West Side. 
Management will continue to keep employees informed of ongoing developments through staff 
meetings, newsletters, and other forums. 

The CSEU, Local 73 of Service Employees International Union (SEIU) represents employees at both 
facilities. The Illinois Nursing Association (INA) also represents nursing personnel at West Side. 
The unions will continue to be informed about integration discussions. 



Northwestern University Medical School and the University of Illinois at Chicago College of 
Medicine, continue to be involved in and apprised of discussions concerning integration. Both 
institutions are active on the Integration Coordinating Committee and the Stakeholders Council. 

CURRENT STATUS AND ISSUES 

1) Integration of 

• medical inpatient services, 

• surgical inpatient services, 

• ambulatory care and access points. 

• physical medicine and rehabilitation services, 

• mental health services, 

• pathology and l^ratoiy medicine, 

• dental, 

• information resources management, and 

• administration, 
is underway. 


to 
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The June 27. 1996 announcement by VHA Headquarters to integrate the Lakeside VAMC and West 
Side VAMC initiated the process to establish an Integration Coordinating Committee to oversee and 
coordinate: 

» developing a single management team, 

• developing a unified mission and vision, 

• developing ceconunendaCions fw reducing unnecessaiy service duplicatioa, 

• fostering maximum cost effectiveness, quality, consolidation and satisCMtion. 

• integrating Decentralized Hospital Computer Program (DHCP) databases, 

• developing an organizatiooal chan. 

EVALUATING AND MONnORING THE PLAN 


An evaluation and monitoring plan has been developed which has two majw components a tracking 
of resources, FTEE, and positions by the medical center and HSR&D study of the integration process 
itself. This study is being supported by a itahonally loDOwn economist consultant with background in 
evaluation of other health care insdiution reorganizatioas. 

• customer service 

• resources utilization 

• qualityofcare 

• access 

• timeliness 


REPORTS AND RECOMMENDATIONS FROM THE INTEGRATION COORDINATING 
COMMITTEE aCC) 

• Reviewed reports and recommendations from 7 of 14 ICC-chirtered work groups for Che 
following services and submitted recommendabons and comments to the VA Chicago Health 
Care System (VACHS) Director (RoMed IialUs^rtcommtndations <^pnvtd by VACHCS 
Dirtetor and baing iinplemenied or awaiting additional approval. Portions of some 
reports/recommendations hare been remanded to work groups for fitrther irformation and 
analysis. Iialies^repon/reeommendations submitted to PACHS Director and for review by ICC 
and STAG). 


•information resources mgmt. 
■nutridoH A food 
•pathology A laboratory 
-diegROstic radiology 
■anasthesiology 


■nuclear medicine 
•neurology 

■physical medicine & rehab 
■research 

•therapeutic radiology 


■ambulatory care 
•medicine 
■psychiatry 
■surgery 


• Reviewed reports and recommendabons from 12 of 18 incegrabon woric groups for the following 
services and submitted recommendations snd comments to the VA^CS Director: {Bolded 
Italics'rrecommendations approved by VACHCS Director and being implemented or awaiting 
additional approval. Portions of some reports/recommendaiions have been remanded to work 
groups for further information and analysis. ltalics~repon/recommendations submitted to 
VACHS Director and for review by ICC and STAG). 
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-audiology & speech palhology 

•chaplam 

-dental 

-education 

-engineering 

-environmental mgmt. 


•flseai/MCCR (cost recovery) 
-hospital based primary care 
-library 

-medieal administration 
-nursii^ 

-pharmacy 


•p^ice A security 
-prosthetics 
•ptydiology 
-reereat'l therapy 
•social work 
-voluntary 


• Recommended a VA Chicago Health Cam System iotegratioQ goal statement (^iproved) 

• Recommended a VA Chicago Health Care System missioa (aj^roved) 

• Endorsed consolidation of several administrative aad clini^ services, including audiology and 
speech pathology, chaplain, dental environtneoial management, hospital based primary care, 
information resources maitagement (approved), neurology, nuclear medicine, nutrition arid food 
services (^^ved), pharmacy (qtproved). police and securi^ services, prosthetics and 
voluntary (a^roved) services. 

• Recommended angiogr^y equipment replacement at West Side and cardiac catheterization 
equipment r^Iacement at Lakesi^ (both ^iproved) 

• Recommended integration of ptthology attd laboratory medicine sovicea 

• Recommended integration of ambulatory care services at the two divisions, including satellite 
outpatient clinic sites (Crown Point, Indiatta, and 63** and Smny bland, Chicago). 


INTEGRATION IMPLEMENTATION ACTTVITIES REC(»tMENOATIONS FROM THE 
STAKEHOLDERS ADVISORY GROUP (STAG) 


• Single director (vs. two facility directors previously), VACHS, 

• Merged Lalceside and West Side divisions clinical and administrative computer dsabsses 
(DHCP-Decentralized Ho^tat Computer Program) into a single VA Chicago Health Care 
System computer database 

• Consolidated medical care cost recovery section staff of Fiscal Service at West Side Division 

• Consolidated payroll section staff of Fiscal Service at Lakeside Division 

• Appointed single Chief. Information Resources Management Service for both divisions 

• Appointed single Chief, Pharmacy Service for both divisions 

• Appointed single Chief. Recreation Therapy Service for both divisions 

• Appointed single Chief, Voluntary Service for botii divisions 

• Appointed one Information Systems Security Officer for bodi divisions 

• Appointed two Decision Si^port System persons for both divisiona 

• Estimated cost uvings identified to date in VACHS Director-approved work group reports: 
1691,000(13.8 FTE) 
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STATEMENT OF 

CHRISTOPHER F. TERRENCE, M.D. 
CHAIRMAN, INTEGRA TION COORDINA TING COMMITTEE 
VA CHICAGO HEALTH CARE SYSTEM 
CHICAGO. ILLINOIS 
JULY24,I997 


Mr- Chairman, other speakers and guests; 

Good morning and thank you for this opportunity to discuss the Integration Coordinating 
Committee (ICC) of the VA Chicago H^th Care System. On October 10, 199ti, I was charged 
by Kenneth Kuer, M.D.. MPH. Under Secretary for Health, to be the Chair of the Integration 
Coordinating Committee for dte VA Chicago Health Cate System. In his letter of appointment 
Dr. Kizer stressed that there were “no preset detetnunati<»s. The process should be open and 
data driven, and that all reports and recommendations reviewed by die VISN Director, Joan E. 
Cummings, M.D.. and subsequent review at the Under Secretary of Health level.* One of the 
guiding principles that the Integration Committee shared early on in the process was the need for 
maximum involvement of the affiliates, the stakeholders, employees, and other interested 
individuals, As of today over 300 individuals in the VA Chicago Health Care System have had 
input into the ICCs process either as a member of the Committee, Subcommittee or Stakeholder 
Advisory Group. 

At its first meeting, the Integration Coordinating Committee decided that we would proceed in 
forming chartered work groups widi the approval of the Medical Center Director, Mr. Joseph 
Moore. These groups were service specific and were charged with developing a proposal for 
integrating specific services. The goal of the group was to produce a health system that would 
maintain the quality or enhance the overall service to the veterans while minimizing the costs 
inherent in grating two hospitals with similar missions in close proximity. The Committee 
decided to start with services that were leiativety non eontmveisiti in erder to prove that the 
process was valid, and could be accomplished in the context of the VA Chicago Health Care 
System. When s group completed its proposal, the proposal was submitted to the Integration 
Coordinating Committee for its review and subsequent itcommendstion to the Medical Center 
Director. The proposal was also reviewed at the Stakeholders Advisory Croup by the chairmen 
of the various chartered work groups. The recommendations from the Stakeholders Advisory 
Group were brought forward to the ICC in order to provide maximal input into the deliberations 
of the Integration Coordinating Committee. 

The various work groups were usually chaired by a chief of service, but in some instances such 
as surgery, medicine and psychiatry, the group was chaired by a Univeisiiy of Illinois School of 
Medicine representative or a Northwestern School of Medicine representative. 

In order to keep the staff at the two divisions up-to-date on the process of the Committee, 
we have used a number of formats to achieve this goal. The Chair of the Integration 
Coordinating Conunittee has had four town hall style meetings at the Lakeside and West 
Side divisions. These meetings had two goals, (1) to present the activities of the 
Integration Coordinating Committee and (2) to seek infoimacion from the staff at the two 
divisions concerning the future process of the Integration Coordinating Committee. 
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These meetings were extremely well attended and were veiy infonnattve. There has also 
been regular updates of the progress of the Integration Coordinating Coimnittee in the 
VA Chicago Health Care System NemUner, as well as piU)lication of the Integration 
Coordinating Committee minutes in the decentralized hospital computer program 
(DHCP). At the most recent town meeting it was also suggested that we have a 
newsletter also put on the DHCP. This will be accomplished next month. 

By July of 1997, over balftbe work groups will have presented their recommendations to 
the Integration Coordinating Committee. Up until now, most of the recommendations 
have been forwarded to the Medical Center Director with little changes. A few have been 
referred back to the service worit groups and will be coming forward sboitly with a final 
repon to the Integration Coordinating Committee. As one can see the process is very 
time consuming, but die Committee believes that it is very worthwhile in that it involves 
the maximum number of people in the proposing process. Until the mention of the 
Integration Coordinating Committee, there has been very little active participation by the 
two divisions in coming up with joint plans as to consolidation. 

As of this date the ICC has proved the Goals &. Mission statement for the VA Chicago 
Health Care System. The ICC recommended the consolidation of the following 
administrative and clinical services: Audiology & Speech Pathology, Chtqilain, Dental, 
Environmental Management, Hospital Based Primary Care, Information Resource 
Management (IRM). Neurology, Nuclear Medicine, Nutrition &. Food Services, 
Pharmacy, Police & Security Services, Prosthetics, and Voluntary Services. In addition 
the Committee bas also recommended the replacement of angiogr^by equipment at the 
West Side division, and the replacement of the cardiac catheterization equipment at the 
Lakeside division. The Committee also approved the integration of Pathology & 
Laboratory Medicine Services. The Comminee has also recommended the iotegration of 
Ambulatory Care Services at the two divisions wdiich will include the satellite outpatient 
clinics at ^wn Point, Indiana, 63rd Street &. Stony Islaitd in Chicago. 

In the next few months we will complete the large service woHt groups. This will include 
such services as medicine, surgery, psychiatry, and nursing service. Although these sre 
the largest services to be dealt with to date. I think the Committee bas built up a track 
record of accomplishment that will allow us to deal with the thorny issues of affiliation 
interests and placement of bed service facilities. In order to facilitate the process among 
the bed service working groups, the Medical Center Director and I have been meeting 
with the Chairs of the bed service chartered work groups on a monthly basis to facilitate 
inteiservice planning chat will be necessary tor a coherent proposal. 

In order to review what we have done in the Committee, there will be a proposal 
brought forward in the July meeting to develop measures of the integration 
process. We expect either in the Comminee or in the various woric groups to 
propose to the medical center management dte types of measures that should be 
done in the future to ensure that the integration has achieved its stated goal of 
maintaining the quality and enhancing the access of care for the veteran in a cost 
effective manner. I expect these measures will include the usual quality 
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management activities, but I expect the work groups to also recommend very 
service specific measures. 

In summary, I believe that the Integration Coordinating Committee of the VA 
Chicago Health Care System has woriced very diligently in setting up a process 
and frame work for the integration of two tertiary care hospitals. This Committee 
would have never been successful without the support of the four medical school 
Deans, the union representatives who have contributed greatly, the chair and 
members of the stakeholdere group and other veteran service organization 
representatives. 

Thank you Mr. Chairman for the opportunity to present this brief overview of the 
Integration Coordinating Committee of Ac VA Chicago HealA Care System. 


CHRISTOPHER F. TERRENCE, M.D. 
Chair, Integration Coordinating Committee 
VA Chicago Health Care System 
Chicago, Illinois 
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STATEMENT OF 
JAMES A. GOFF, FACHE 

DIRECTOR, VA PALO ALTO HEALTH CARE SYSTEM 
VETERANS HEALTH ADMINISTRATION 
DEPARTMENT OF VETERANS AFFAIRS 
BEFORE THE 

SUBCOMMITEES ON HEALTH AND ON OVERSIGHT AND 
INVESTIGATIONS 
HOUSE OF REPRESENTATIVES 
jDly 24, 1997 

Mr. Chairman and Members of the Subcommittees: 

Thank you for the opportunity to present the experience and positive outcomes 
which resulted from the integradon of the Palo AJto and Livermore VA Medical 
Centers. 

The first question that needs to be asked in any proposed integndon/consolidatioii/ 
merger (to me these terms are interchangeable and synonymous) is "Why do it?" 

In my opinion, there are only two possible answers to this question. One is to save 
money and the other is to improve the quantity and/or quality of patient care. 
Preferably both of these goals will be met, as they have been in the Palo 
Alto/Livetmore consolidadon. 

The idea of consolidating Livermore and Palo Alto has been the subject of 
discussion and speculation since at least 1989 when minimal Stanford training 
programs were established at Livermore. When I was approached about being 
reassigned to my cuirent position in late 1992. the Regional Director, Claric 

Doughty, charged me with three m^or goals. One was to see that the construction 
of the new Palo Alto hospital ptogiessed on schethile, another was to fully 
inte^te die clinical and administrative activities of the Menlo Park and Palo Alto 
divisions which were functioning somewhat autonomously at the time, and the 
third was to work toward consolidation of the Palo Alto and Livermore VA 
Medical Centers. In letrospect, the full integration of the Menlo Park and Palo 
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Alto campiues was almost as much a challenge as the consolidation of the Palo 
Alto and Livermore ^cilities. 

By 1993 there was already some interaction between Palo Alto and Livermore. 
Although no savings were realized, the Library Services bad been consolidated. 
Some clinics at Livermore were being provided by staff from Palo Alto on a part- 
time basis, and Palo Alto was the major referral center for patients from 
Livermore. Although these relationships existed, die usual barriers between two 
free-standing organizations were evident and bad some impact on die way patients 
were referred and treated. 

In 1993 the Director position at Livermore became vacant. The Regional Director 
arranged to have Clarence Nixon appointed as Director at Livermore with the clear 
understanding that he was to work widi me to facilitate the ultimate consolidation 
of the two facilities. Mr. Nixon was willing to do (his since he had plans to retire 
within two years. We began the process with meetings at a site mid-way between 
Palo Alto and Livermore (the two campuses are forty miles apart). Shortly 
thereafter we included the Chie& of Staff and Union Presidents in our discussions. 
We were moving ahead on a one to two year time table and involving all other 
stakeholders such as Veterans Service Officers, concessional representatives, 
affiliates, andstafTwhenClarenceNixonopted to take the buy out in June 1994, 1 
was subsequently appointed Acting Director at Livermore while remaining in my 
position as Director at Palo Alto. Obviously diis arrangement greatly expedited 
the consolidation process. 

By the summer of 1 994 it was common knowledge (hat we were wortdng actively 
toward full consolidation of the Livermore and Palo Alto VA Medical Centers. In 
my opinion, it is at this point, when there is no doubt that a future merger is 
imminent, ttiat the actions of those in leadership positions are most crucial. While 
circumstances and facilities may differ from one integration to the next, the phases 
they must pass through are essentially the same in every case, as are many of the 
actions which must be taken. 

Because the Palo Alto/Liveimore consolidation was the first in recent history (I 
believe the last one was at PortlandA^ancouver in approximately 1980), and 
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because plans were being developed to consununate additional integracioDS across 
die country! die precedent-setiicg approval process ^oceeded slowly. E>uhng this 
time certain key actions were taken which, I believe, contributed significantly to 
the success of the Palo Alto/Livermore integration. 

* The first important action was the designation of a single management to 
direct the organization in a consistent manner. Not only was it clear to 
everyone that I was the Director of both organizations (and subsequently the 
combined organization), but I also made it clear that there would only be one 
chief of each service and/or program in the organization. We were fortunate 
that several of the Service Chief positions as well as the Director and 
Associate Director positions at Livermore were vacant. The remainder were 
told they would no longer be autonomous services. The issues of leadership 
and management must be clearly, thoroughly, and quickly delineated fitom 
the beginning. 

* Perhaps the most important tool in this or any similar process is 
communication. You can not over communicate. We used eveiy avenue 
available to communicate widi all stakeholders and kept the communication 
channels open for feed back and rumor control. We used town hall meetings, 
newsletters, bulletins, e>inail, phone calls, letters, regular meetings, special 
meetings, retreats with Service Chiefs and labor leaders, and one-on-one 
discussions throughout every day. While it is always important for 
management to be visible in the organization, during times like this it is 
critical. Regular tours of work areas at all integration sites, including talking 
with individual employees, is essential, It is also paramount that management 
be totally open and honest in presenting the situation to all stakeholders. It is 
often necessary to tell people things they do not want to hear, but it is much 
more productive to do so than to let them find out some other way. 

* Throughout the process all stakeholders were kept informed, sometimes on a 
daily basis. Of extreme importance was the reladonsbip established with the 
Unions at both Palo Alto and Livermore. Even before the consolidation I 
worked to establish identical Labor/Management Partnership agreements with 
bodi Unions so when the merger did occur we would not have to renegotiate 
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the terms of those agreements. In addition, we included our Union partners in 
everydiing we did related to the consolidation, including the ultimate need for 
a reduction-in-force and staffing adjustment in 1996. By doing so we 
significantly reduced staff resistance to the radical changes that were being 
made in both organizations. In 1996 Palo Alto was one of three VA facilities 
recognized by Vice President A1 Core for dieir Labor/Management 
Partnership efforts. 

Throughout the integracioD process it was imperative that we demonstrably 
improve services to vetetans. especially at Livermore. This was 
accomplished in a number of ways, all of which were visible to both 
employees and veterans. Some ofthese included additional clinics at 
Livermore which precluded making veterans travel to Palo Alto for care, new 
equipment and adequate supplies, reduced waiting times, and improved 
provider quality. Improved patient care is, in my opinion, the most important 
benefit of any integration. 

One of the most difficult but important things to do in a merger such as this 
one is to integrate the computer systems, data bases, fiscal systems, and 
telephone systems. This can prove quite costly and at a minimum requites 
much effort and time. We were fortunate to have the necessary expertise at 
Palo Alto to accomplish this while the problem was still being studied at the 
Dational level. 

In 1994 we were unaware of foe budgetary constraints that would occur in 
future years. Therefore, at the time foe consolidation was initially proposed I 
promised foe staff and the Unions that there would be no reduction-in-force 
resulting from the integration. Instead we would let attrition deal with foe 
redundant positions. This approach worked almost two years, when 
budget concerns forced us to coofoicl a reduction-in-force and staffing 
adjustment. While some of foe positions impacted by these actions were left 
over from Che ccosolidation, foe reduction-in-force action was not taken as a 
result of foe consolidation and fois was understood by our Union partners. 

Had they not been involved fiom foe beginning, as well as being involved in 
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our Executive Resources Board, it may have been impossible to convince 
them of this distinctioB and dius enlis t their support for die staffing reductions 
that occurred in 1996. 

Quality Management was another area which, when consolidated, improved 
cate at both Palo Alto and Livermore. In fact the Quality Manager who was 
at Livermore prior to the consolidation is now the Quality Manager for the 
entire Palo Alto Health Care System and has made significant improvements 
throughout die organization, utilizing the ''best” of both Palo Alto and 
Livermore policies and procedures. 

One of the important actions that management must take in a merger situation 
is to clearly define the mission of the organization and that of the various 
campuses involved. For instance, in the Palo Alto/Livennore situation, 
Livermore was trying to be a full service hospital when that was not 
appropnaie. Therefore, we made it clear early in the process that Liveimore 
was to become a full service ambulatory care center with extended and long- 
term care inpatient ftcilities. Neither the volume nor die cost supported 
maintsining acute ii^iatienl care at Livermore. We also discontinued 
accepting walk-in patients after normal working hours since the infirastruciure 
was not avail^le at Livermore to support this activity. A study showed only 
a few patients per week coming in after hours and those who were really sick 
were immediately referred to the nearest local private hospital at VA expense. 
We now operate a 24-hour eme r g ency room only at the Palo Alto campus. 
Livermore is served by critical care transport, including helicopter service. 


Perhaps the biggest paradigm shift that must occur in any merger is that there 
needs to be only one business office or administrative headquarters for die 
entire organization. This means that all campuses other than the primary 
administrative campus must become and think of themselves as clinical 
campuses where only patient care and those administrative activides 
necessary to directly sui^wit patient care exist While this may seem obvious 
and simple when stated, it is a difficult concept for pet^le to accept in 
practice. 
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* Other seemingly mundane administrative actions are absolutely necessary 
and not always simple to accomplish. They include, but are not limited to, 
such things as a name change for the &cUities that reflects the new 
organization, a new or consolidated station number for internal reporting, a 
new organizational chan, and notification to all headquarters and other 
entities, including many outside the Department of Veterans Affairs, that 
there is now a single organization where two or mote previously existed. 

This impacts everything from organizational membership dues, to internal 
reporting, to congressional correspondence, to routing of routine reports, and 
mail. 

‘ Throughout the entire integration process, management must be particularly 
sensitive to the feelings and perceptions of employees, especially those who 
are directly impacted by the changes. Those who comprise the most 
vulnerable group, and are most able to adversely in^iact the merger if they 
are not on board, are the mid>level managers, especially displaced Service 
Chiefs. It is essential that they be treated with sensitivity, dignity and respect. 
Every effort should be made to accommodate them and place them in a 
productive, rewarding position (hat capitalizes on their expertise. Displaced 
employees must know tiiey are valued by management. 

In summary, the Palo Alto/Livermore consolidation has been a huge success. 

Some things, such as a single affiliation and the opportunity for prior planning, 
probably made the situation easier to manage. On the other hand, the perception of 
a big institution gobbling up a smaller one, the decades of rivalry between die 
institutions, the major cultural differences between the institutions, and the 
administrative delays once a decision was made to consolidate, contributed to the 
challenges we faced. Some of the major positive outcomes of this facility 
integration follow: 

• An immediate reduction of 78 FTE and elimination of approximately 
5500,000 in contract hospital costs at Livermore resulted in cost efficiencies 
amounting to approximately five million dollars. It is worth noting here that 
we are currently operating the entire Palo Alto Health Care System, which 
includes the previous Palo Alto and Livetmore facilities plus new clinics in 
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San Jose and Monterey, with &e same FTE numbers that were at Palo Alto 
alone four and one-half years ago. 

• We are now serving more veterans than the combined facilities served prior 
to the consolidation, and Livermore has become a major ambulatory care and 
extended care fecility which also serves as a feeder for the expansion of 
access points in the Central San Joaquin Valley. 

• Waiting times in clinics have been reduced and, wherever possible, veterans 
have been redirected to the clinics that are closest to where they live. 

* Not only are more services being offered at Livermore, there is also 
significant indication that the quality of those services has been improved and 
there is now a single standard of care across the entire Palo Alto Health Care 
System. 

• When veterans must be referred between fiscilities, it is now an entirely 

seamless process with no road blocks m veterans wishing to access services at another 
campus. 

* The efficiencies realized by Che integration have helped us deal with tight 
budgets and increased medical care inflation without reducing care to veterans. 

* Benefits have accrued to both Palo Alto and Livermore. Palo Alto staff now 
venture beyond Che walls of the teaching hospital, which is essential in today's health 
care environment. Livermore has realized increased flexibility and access to the 
resources of a much larger health care system, which has contributed positively to the 
programs at Livermore. In my opinion, there is no down side to the Palo 
Alto/Livermore integration. I believe everyone has won in this process, and the most 
important winners have been the veterarts we serve. 


As we debate the pros and cons of integrating VA facilities, I hope we do not lose 
sight of the foct that consolidation is not an end in itself but a means to attaining 
the larger organizational goal of improving services to veterans. 
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That concludes my statement, Mr. Chairman. I will be pleased to answer any 
questions you or members of the Committees may have. 
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STATEMENT OF 
DENNIS H. SMITH 

DIRECTOR, VA MARYLAND HEALTH CARE SYSTEM (VAMHCS) 
BEFORE THE 

COMMITTEE ON VETERANS’ AFFAIRS 
SUBCOMMITTEES ON HEALTH AND ON OVERSIGHT AND 
INVESTIGATIONS 
HOUSE OF REPRESENTATIVES 
JULY 14,1997 


INTRODUCTION 

Mr. Chainnan tod memben of Ac Subcomminees: 

It is my pleasure today to share with you the Departmeot of Vetems AlGurs' experience with 
integieiing the VA Medical Ceotas in Maryland. These {adlities are the Baltiinore, Fort 
Howard, and Perry Point Medical Cenien, as well as the Baltimore Nuning Home located on 
Loch Raven Boulevard and Cambridge Community Based Ou^aiient Clinic. On March 17, 
I99S. the Under Secretary for Health of (be Department of Veterans Aflaits otiicially 
announced (hat the VA Medical Centers in MaryUod would be one of seven integrations 
^tproved nationally. Furthennore, our integration was one of two, involving three medical 
centers during this first round of medical center inlegiaUoos. 

FACILITY BACKGROUND 

The Maryland integration includes three VA Medical Ccsiteis, one Free Standing Nursing 
Home Care Unit, and one Community Based Outpatient Gink. The mission of each 
organization complemenis the other to ibrm a comprehensive continuum of medical care for 
Maryland veterans. In fact, because of the complementary missioDS and geographical 
proximity, there has alwsys been s natural patten of interfacility patient referrals sod shared 
services. Of the 38 J96 veterans (xovided services si these facilities, tl least ZS percent 
received services el 2 or more of the bdlities. At this tune I will briefly give you a descriptive 


profile of each. 
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Baltimora CantBr - The BaJtiiiiore VAMC is a totiaiy care Guility 

which has 163 acute Ofieraung beds aod provides comprebenaive ambulatory care, 
medical, surgical, neurological, psyduatric, rehabilitative, gehstric (GRECC). 
educational, and research services in a modeni staie-of-the-ait medical care bcility. 
Connected both physically and functionally to the University of Maryland Hoqiital, 
the Ballimore VAMC is affiliated with the University of Maryland Medical, Dental. 
Pharmacy, Nursing and Social Work Schools. Last year we bad 6,728 discharges 6om 
inpatient care and 264,640 ouqiatieni cate visits. Ihe new medicsl center opened in 
1993 and is locsted in downtown Bslnmore approximately 17 miles from Fort Howard 
and 48 miles from Perry Point. It replaced the old medical center on Loch Raven 
Boulevard that is now the location of a new VA nursing home. 

Fort Howard VA Modical Contf - The Fort Howard VAMC is s subacute, 
rehabilitation bcility which has 154 hospital operating beds tnd provides 
rehabilitation medicine, geriatric medicine, substance abuse rehabilitation, 
subacute care, and outpatient services. It operated a 47 bed nursing borne care 
unit that was closed in I996withtheopeRirigof(be new nursing home in 
Ballimore. Inpatient care provided fbr l.TSOdischarges last year and44,850 
outpatient visita. This medical ceola ia located in Baltimore County 
approximately 17 miles from Baltimore and 45 miles from Perry PoinL 

Perry Point VA Madical Center • The Perry Poiol VAMC is a psychiatric, long 
term care bility with 305 hospital operating beds which primarily provides 
comprehensive psychistrie aixl medicsl ctre with t focus On long term care. It 
also operates a 80 bed nureiiig home care unit and 25 bed domiciUaty. Inpatient 
care provided fbr2,830dischargeslastyearand86,0ll outpatient visits. The 
medical center is located in Cecil County approsdinaiely 48 milea from Baltimore 
and 45 miles from Fml Howard. 

Cambridae Communi tY Rmntf| Outnatienl Clinic - The Cambridge clinic 
provides primary care services in addition to medicine, psychiatry, podiatry, 
optometry, psychology, and other support and ancillary services. There were 
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16,7S2 visits last year. Tbe clinic is located on ibe Eastem Shore of Maryland in 
Dorchnter County anmiximalely 92 miles from Baltimore, 97 miles from Fort 
Howard, and 100 miles from Perry Point. 

Baltirrwre RehaOilHation and Extended Care Center fBRECCl - The 
BRECCisa freestanding 120bednuisioa home that opeaedin August of 1996. 
Although it was not activated during Gscal year 1995, it was included in the 
planning and in^tlemeniation process of tbe integratian. It is localed in Baltimore 
City at the old hospital site (Loch Raven Boulevard) iqtproximaiely 7 miles from 
the Baltimore VAMC. 

INTEGttATlON PROCESS 

The Maryland integration was qiptovcd March 17, 1995. In July 1995 the senior 
management of Baltimore and Fort Howard integrated and in November 1995 a single 
governance was formed under the leadership of one Director when Perry Point joined the 
integration with Baltimore and Fon Howard. This was a signifrcast milestone and marked the 
formal beginning of tbe implementation process. Other significani milestones that occurred 
over the last 20 months include: 


Mllesloae 

Dale 

Data Base Merger 

Octoba 1995 

Strategic Plan & Market Research 

March 1996 

Organizational Chari Approved 

April 1996 

Activation of BRECC 

August 1996 

Hospital Accreditation Survey by the Joint Commission tm 
Accreditation of Healthcare Organizatims 

August 1996 

Integration Labor/ Management Partnership Councii 

December 1996 

Integrated Policies 

April 1997 

Committee Structure Totally Cmnpleted 

June 1997 

Integrated Medical Staff dt Bylaws 

July 1997 

Integradoo Evaluation 

Planned for August 1997 
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MAJOR ACCOUPUSHUENTS 

The primary goals of the integraooa ate to Improve patient satisfaction, improve access, 
increase efficiency, enhance quality, and reduce cost. These goals were the driving force 
behind designing and implementing a new integrated organization and every accomplishment 
throughcut the process can be directly associated with one of these goals. At this point I will 
inform you of major accomplishments vrithin various categories and state associated cost 
savings when appropriate. 

Consolidation. Mergere. & Outaourtina 
Major Aceompliikmmts: 

1. Closed 232 ir^atient beds and opened 120 nursing home care beds, 25 domiciliary 
beds. 29 hopiel beds and 32 substance abuse transitional residential beds. 

2. Closed Fort Howard Nuning Home Cate Unit made possible by opening the new 
Baltimore 120 bed nursing home and consolidating the two programs there 
(52,800.000 savings). 

3. Closed Physical Medicine and Rehabilitation beds at Baltimore and consolidated 
the progr am at Fort Howard ($240,735 savings). 

4. Closed Medical Intensive Care Unit beds at Fort Howard and consolidated the 
program at Baltimore. Reduced Medical Intensive Care Unit beds at Perry Point 
and consolidated medical cate units ($65 1 ,000 savings). 

5. Consolidated labontiMy test, changed ordering patterns, and consolidated reference 

lab contracts ($800,000 savings). 

6. Consolidated Nuclear Medicine, tele-radiology, and imaging ($390,000 savings). 

7. ConsoUdated three previously autonomous programs into one Mental Health 
program ($2,000,000 savings). 

8. ConsoIidaledDeiUistiy(S188,000saving$). 

9. Centralized physician credentiaiing and privileging program to serve the 
integration through a unified medical staff office located in Baltimore. 

10. Consolidaled/merged all services except Police and Security Service. 

1 1 . Cmisolidaied warehouse functions at Perry PoinL 
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Major Accomptishmeats: 

1 , CoiuoUdated medical s>q>ply CMiliacta (S85,000 savings). 

2. Increased capacity of Same Day Surgery ($258,973 savings). 

Pereonnel 

Major AceompHshmeno: 

1 . Reduced 297 FTEE tbiough attritioa while opening the 1 20 bed nursing home 
(Vproximalely $12,000,000 savings). Some of these savings are accounted for in 
(he previous savings mentiooed. 

2. Reduced 2S supervisor positions between March 1996 and March 1997. 



Major AeeompUshmana: 

1. Completed a major redesign of die organization into six product/seivice lines. 
Every employee was given a copy of the new organizational dian for comment 
before approval. 

2. Consolidated Medical Admiitistration Service and Information Resource 
Management Service into one service, Inibrmatioa aitd Health Benefits Service. 

3. Totally decentralized budgets for all services and product lines to ensure 
accountability and efIiKtive use of resources. ‘Hiere are cutienlly 26 decentralized 
budget units. 

4. Decentralized positions in nursing and social work to product tines to improve 
continuity of patient care. 

5. Est^Iished a martagement/labor integration partnership council in addition to the 
medical center parmership councils. 

6. Elimirwted 226 policies through consolidadon and standardization of procedures. 
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Ma^r Aceompiiskmenti: 

1. Effectively cotnmuniceted to oui employees, veteran semceorgsnizaiions. unions, 
affiliates, concessional delegalioo, and others through the implemenlalioD of a 
comprehensive communication plan. 

a. Employees were involved and infbnned tfaitiugh various mediums (i-e. 
newsletter. I -800 hotline, electronic mall groups, woifc groups, open 
forums with top management, etc.). The pressed integration 
organizational chart was distributed to “Air employees for comment 
before approval. 

b. Veteran service organization r^treseniatives were involved through 
membership on the Integration Steering Council which met weekly to make 
key integration decirions. 1 also made numerous preeeniations to different 
veteran service organizations. 

e. Tbe University of Maryland, School of Medictne was briefed monthly at 
my standing monihly meeting with tbe Dean and at the quarterly Deans 
Committee meeting. Tbe Uttivenily ofMatylind, School of Medicine, has 
fully stqtported the integration efibtt 

d. Union representitives wee appointed to the Integration Steering Council. 
Separate meetings with union ofScials woe also held concerning key 
issues, such as. closing the Fort Howard Nureing Home. 

e. Congresaiooal staffs were kept informed through montidy iqidste reports, 
meetings with Congressmen snd Senators, and pieseoiations to 
congressional staff members. 

f. Patients weR informed through a patient newsletter, display posters, and 
informal dialogue with their providers. 

Clinicaj A Admlnistrativn Proafama 

Ma^r Aceom^ishmena: 

1. Received highest score ever for ICAHO accreditation at all three medical centers 
in August 1996. Avetagedascoreof95. 
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2. The Baltimore VA Medical Center research program was ranked number 19 
nationally within the Veterans HealthAdministration in fiscal year 1994. AAer 
integration, (be VA Maryland Health Care System was ranked number I in fiscal 
year 1996 based on total number of research projects and funds received. 

3. Met all VHA target performance measures for fiscal year 1 996. and exceeded four 
out of the six incentives. 

4. Increased patient satis&ction by 2 standard deviation points better than the national 
average in fiscal year 1996. 

5. Expanded patient and employee transportation network. 

6. Converted irrpatient space to outpatient clinic space. 

BENEFITS 

In addition to the obvious benefit of the financial rewards I previously mentioned, the VA has 
transformed itself into a modem business entity capable of delivering quality services which 
meet community standards and address business trends. The savings generated through the 
integration process have envied us to manage budget constraints without the need of 
implementing s Reduction in Force (RIF). More importantly, healthcare services tvailable to 
veterans have been enhanced tremendously through the creation of a seamless continuum of 
care managed by one executive team. We are now in a better position to quickly respond to 
changes in the healthcare industry, changes in the workforce culture, arxl meeting the 
changing needs of our veterans. 

CONCLUSION 

In conclusion, we have accomplished cost savings of approximately SIS million dollars and 
reduced Full Time EquivaJent Employees by 297 while simultaneously expanding and 
improving (he quality of patient care services for veterans. We believe our efforts have met 
(he intent ofintegration in a means that is mutually beneficial to all stakeholders affected. We 
have expanded our continuum ofcare to veterans, reduced duplication of services, enhanced 
quality of service, and shifted program emphasis fiom inpatient cate to ouqsatient care. 

However, we do not want to suggest that our accompbshments occurred without struggle. As 
expected in some cases we were presented with challenges in the areas of employee 
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compensa(i<m. Idiof relatiofis, tranqiottitian. aod employee morale. Each was efiectiveiy 
addressed and we have been able to move forward in a positive manner. 

The ultimale measure of luecess will be detamioed by our ^iiity (o offer (be right type of 
care, at the right level of care, at the tight time to the veteran. We sincerely believe that the 
integration has enhanced our ability to meet this challenge. Our merged data base expands the 
access of medical informatioa to providers to support the right type of care, a continuum of 
care baa been created to' assist in ensuring the riglil level of cate is available, and we are 
continuously assessing access points to ensure care is provided at the tight tiroe. 

That concludes my sutement, Mr. Chairman. I will be happy to answer any questions you or 
memben of the committee may have. 
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Messrs. Chairmen and Members of the SubcoinnuUees: 

We are pleased to be here today to discuss preliminary results of our ongoing work 
on the mtegration of tiredical facilities operated by the D^iarQnenl of Veterans Affairs 
(VA). In general, a VA integration involves a restructuring of the services within two or 
more medicai faciiides into a seamless health care delivery system. 

VA operates 173 hospitals aitd over 200 freestanding outpatient clinics ttaiionwidc at a 
cost of about S17 billion a year. Two years ago, VA created 22 networks to help improve 
service delivery to the 3 million veterans who use its medical bdlities each year. Each 
network is responsible for overseeing betwc«i 4 and 11 hospitals. To date, networks 
have initiated integrations in 18 geo^^hic areas, involving a total of 36 hospitals.' 

Our work to date has focused primarily on VA's ongoing integrations in Chicago, 
Illinois, and in Alabama Our review of the Chicago integration Is being done in response 
to requests by part of the Illinois congressional delegation. Including Congressmen Evans 
and GuQerrez, who serve on the House Veterans' Affairs C(»nmiuec, and Chairman Bond 
of the Senate Appropriations Committee's Subcommittee on VA, HUD, and Independent 
Agencies. Chaiman Everea has asked us to review the Alabama Integration. 

We have visited the four medical bdlilies being Integrated in Alabama and Chicago 
and their respective network ofBces. Also, to gain a broader perspective, we discussed 
VA's other 16 integrations with network officials and others. In addition, we discussed 
Integration issues with several private health care providers and consulting firms. 

As you requested, my testimony focuses on (1) the rule of fadlicy integrations in 
reshaping VA's health care delivery system and (2) lessons learned (hat could help 
enhance VA's process for planning and implementing ongoiitg and future fhcUiiy 
integrations. 

In summary, bdlity Integrailcms are a critical piece of VA's overall strateQ' to 
enhance the efficiency and efl^veness of health service delivery to veterans. VA's 
strategy U stmilar to how the private sector health care Industry is evolving In essence. 
Integrations can allow VA to provide the same or higher quali^ services to veterans at a 
slgnlflcantly reduced cost. In just 2 years, by unifying management and consolidating 
seivlces, VA's integrations have produced mUUons of dollars in savings that can be 
reinvested in the system to ftirther enhance veterans' care. 

But VA also faces inherent difllcullies in planning and implementing integrations, 
primarily stemming from the potential adverse impacts on stakeholders such as veterans, 
facing and medical school personnel, and membm of Congress who represent these 
groups. For example, while integrations will generally enhance VA's ability to serve 
veterans, they will likely result in, among other things, fewer, less convenient, or less 
desirable (1) employment opportunities for VA and medical school employees or (2) 
training opportunities for medical school re^dents and students. 

With so much at risk, it is imperative that VA plan and implement integrations to 
maximize their benefits and minimize the adverse impacts. VA's integration planning 
^proach has many positive features. For example, local facilities currently plan and 
implement their integrations u^g work groups comprising VA medical facility employees 
and others, such as affiliated medical school employees. The involvement of local fecUily 
employees In planning activities appears to expedite the process, primarily because no 
two integration situations are alike. 

Our work to date, however, indicates areas where improvements could be made. For 
example, Integration dedsiona are generally made incrementally, that is, on a $ervice-by- 
servlce basis, at varying limes throughout the process instead of being made on the basis 


'See tq>p. for a list of the 18 integrations. 
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of decisions about all activities across the integrated facilities. Also, planning and 
implementatioii activities fretiuently occur siniultaneousi;, which does not allow for 
consideration of the collective effect of such changes on the integratiotL In addition, 
stakeholders are involved at varying times in different ways but are not always provided 
sufBdent information at key decisicm points. 

Currently, VA la considering ways, to improve its Eadlity Integration process. With 
that in mirtd, our work suggests that VA could achieve better results by 

adopting a more comprehensive planning approach, 

completing platuiing before implementing changes, 

improving the timeliness and effectiveness of communications with stakeholders, 
and 

using a more litdependeni planning approach. 

BACKGROUND 

Getterally, the 18 integrations, with one exertion, share some ctmunon 
characteristics For example, most of VA's inlegratiorts to dale Involve (1) facilities that 
have con^lementary mismoits, such as acute and mental health care; (2) one facillQ' that 
Is significantly larger than the other(s); and (3) only one or rto CsdlltyCtes} with a strong 
medical school aOUiation. By contrast, Chlc^’a lakeside and West Sde facilities have 
almost Identical missions, an about the same sixe, and have stnmg affiliations with mah>r 
medical schools 

VA's facility integrations use different ways to Improve management, clinical, and 
patient support services Ihese include 

uniftdng management by creating a single team to manage all facilities msiead of 
using separate management teams at each faciliQ'; 

- consolidating a service by moviixg all employees artd patients to tme fadllty rather 
than continuing to provide the service at multiple location^ 

cennUxIng a service by moving some but not all of the employees associated with 
it to one of the fodliues; 

contiacting out some services that VA employees have historically provided; arid 

reen^eering service delivery by designing more efficient and effective ways to do 
business 

Of Che 18 integrations, 6 have reported that all activities have been completed and 
they anticipate no additional chattges to their management or delivery structure at this 
time. Ihe remaicilng integratitms are in various stages of planning and implementation, 
and several anticipate completion within the next several months 

FAcmry intcgrations play a key role m 

RESHAPING VA'S HEALTO C ARE DEUVERV 

Facility integrations sre a critical part of VA's itationwide strategy to restructure IIS 
health care delivery system to Improve access quality, and etficieiKy of care to veterans 
VA's restructuring plan reflects in large part, the changes that have been under way in 
Che private sector health care system for some time. Profound changes in Che health cate 
environment brought about, in part, by technological advances ecwiomic fiKtors, 
demographic chariges, and the rise ttf managed care are causing a dramatic shift away 
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from inpatimt care and a corTe^>onding increase in outpatient care. Toward that end, VA 
has been establishing new communliy-based clinics, emphasizing primary care, 
decentralizing decisioH'making, and integrating fadlities to provide an interdependent, 
interlockli^ system of care. VA's progress to date indicates that integradcms are having 
positive results, but it remains to be seen whether integrations will reach their maximum 
potential and accomplish what VA intends and veterans need. 

Integrating health care foclUlies is a complex process that requires careful planning 
because it can have an adverse aSect on many stakeboldeis, such as veterans, facili^ 
employees, and medical school personnel. For example, facility integralionB will 
undoubtedly alter the wr^ veterans receive health care. Historically, each VA fodlity has 
generally tried to provide veterans sdth one-stop service delivery, that is, to provide as 
many services as possible at a single location. After constriidating aervices as part of 
integration, more veterans may have to go to more than one location for care. For 
example, when acute inpatient care is moved from the 'niskegee hospital to the 
Montgomery hospital, veterans receiving primary care at Tuskegee will have Co use the 
Montgomery facility when they need a hoqrital admission. These changes will generally 
bring VA service deUvery practices more in lirte with those of the private sector. 

Integrations nevertheless provide significant benefits to vetetairs primarily because VA 
can reinvest the money It saves in access and service improverrrents. VA esOmstes Chat 
integration of facilities has generated over $83 rrUllion in savings, r^ch has been used, In 
part, to (1) provide new cottununi^-based dinica that expand veterans' access to primary 
care, (2) offer new services at existing medical faciliUeSi w (3) tnalce existing services 
more accessible through longer c^retallitg hours or shorter waiting tunes. 

Facility integration has also had a significant impact on VA employees. Most savings 
are achieved by reducing Che number of emptoyees providing the aame aervices at 
multiple medical facilities within the same geographic area. To dale, VA has been able, 
for the most part, to accomplish this reduction through buyouts and routine atizition, 
although some reducticms-ln-force were or wiU be used. In some situations, employees 
will move bom one medical focUity to another or transfer to different positions within 
their current focilily, vddch may require retraining. 

In addition, medical school personnd are affected by the integrations. As VA reduces 
unnecessary duplication of services, medical schools may have to share management of 
integrated services, which would result in a reduction In the number of physicians 
employed and residents trained. In addition, some would have to travel to different 
facilities rather than continue to provide services at their present locations. For exanqile, 
medical s^ool employees and others may have to travel between the Lakeside and West 
9de facilities, a distance of about 6 miles. 

tFASONS I J.A RNED 'niAT COULD ENHANCE 
VA'S FACILfTY mTEGRATlQNS 

Because of the large reinvestmmt c^portunities potentially available, faciU^ 
Integrations are one of the best ways VA has to improve quality and access to care tor 
veterans while also increasing the efficiency of health care <leliv«y, Currently, VA Is 
consideilng ways to improve Its facility iniegrattCHi proceas. On the basis of our visits to 
the Chicago and Alabama facilities artd discussions with officials involved with the other 
16 integrations, we also believe that improvements can be made to VA's integration 
process. Our discussiOTS with several private sector health care providers ndto are 
involved with major facility Integrations have indicated to us that adopting the following 
changes could bring VA's process more in line with private sector integration practices. 


Integration of VA medical facilities may be more successfiil if done on a 
comprehensive plaiming basis. Such an approach could invedve, among other thiitgs, a 
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thorough assessment of all potential resources needed to meet the expected workload 
over the next 5 to 10 years in a geographic service area. At present, VA does not always 
include these elements in its planrting process. Consequently, integration planners are not 
always considering all viable options, changing conditions, and future investments. This 
could cause VA to miss better options, which could gready lower the dollar savings and 
thus reduce reinvestment oppoituiuties to improve veterans' care. 

Comprehensive planning for integration of services that Includes all VA facilities 
within the same geographic service area expands the options available for consideration. 
For example, in the Chicago area, four VA facilities within 36 miles of each other serve 
essentially the same veteran populatioTL If veterans' current inpadenl needs could be met 
in three rather than four locations, VA could save about t20 million aimually in operating 
costs, although some of the savings may need to be reinvested to increase outpatient 
capacity at the three locations or in community chnics. Operating in fewer locations also 
could generate addiUcmal savings by avoiding future renovations and equipment 
replacement, and possibly through the sale or lease of excess capad^. 

VA may realize greater results over the long run if it uses a longer planning horizon. 
'Rtis could enable VA to determine how its current leorkload will compare with Its future 
resource needs. For example, as in the private sector, VA's Inpatient workload has been 
decreasing and is expected to continue decreasing over the next 6 to 10 years. If 
inpatient workload continues to decrease, excess hospital vace will increase. Ihus, if it 
uses current workload as a basis, VA may decide that it is not viable to consolidate 
services, but if It uses foture workload estimates, VA may conclude that it is viable to 
consolidate. 

VA may also realize better results If its planning considers all potential resources 
needed over the next 6 to 10 years. If VA plans for veterans' current needs, it risks using 
funds for construction, renovation, and equipment that may yield short-term beneQis only. 
For example. In Chicago, VA ^proved renovatioite of Lakeside's surreal intensive care 
unit and emergency room, and the replacement of its cardiac catheteilzulon equipment 
For West Side, VA approved the replacement of the angiography suite. If, within 6 to 10 
years, the inpatient workload is consolidated at one bcility, VA would have realized 
limited benefits fiom some of these investments. 


Before Implementing Changes 

VA's decision-making may be enhanced if It completed all planning for the Integrated 
facilities before beginning to implement the integrations. Each of its 13 facility 
integrations involved between 2 and 36 work groups to develop proposals to integrate 
management, clinical, and patient services. VA currently begins implementing proposals 
as they become available from the various work groups, without ftrat examining all 
propo^ together for on overall perspective. 

VA's integration process contains one common decision point-headquarters' approval 
of the initial proposal to Integrate. With this approval, VA essentially decides to operate 
two or more facilities as a health care qistetn using a single management team. Once an 
Integration is approved, the director for the new system sets up governing boards to 
direct and oversee the integration process and decision-inaking. Ihe boards establish 
work groups to analyze data and explore Integration opdorts. Topically, as each work 
group completes Its planning, it submits an integration proposal to the board with 
recommendations to the director. Once the board approves the recommendations, the 
director generally begins implementing them. 

This incremental tqiproach runs the risk that later work group proposals could affect 
previously implemented actions. In addition, it is eqiecially difficult, if not impossible, to 
assess the reasonableness of VA's decisions when they are made incrementally. For 
example, VA decided to relocate some administrative staff &om the Montgomeo' to 
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Tu^gee faculties, primarily because VA conduded that suffident ^lace was not 
available at Montgomery. But VA had not yet determined how much staffing was needed 
for a number of other services at Montgomery before implementing these changes, 'Ihis 
occurred primarily because, at the time, plaruting for those services was not completed. 

VA was still con^dering, for instance, several options for restructuring Montgomery's and 
Tu^gee's nutrition and fiscal services, which could greatly affect the availabili^ of 
space in the Montgomery bcUity. 

VA recognizes the need for a more stmctured process. Two months ago, it 
established a team to revise Its integration guidance. VA is coitsideting adopting a five- 
[Uiase process that indudes crmceptualizaliMi, quantitative and qualitative analyses, 
implementation planning, implementaiton, and evaluation. These are logical phases in 
that the end of each phase seems to provide a decision pmnt at which stakeholdeia may 
efficiently aird effect^ely paitidpate in VA's process. Moreover, this process suggests 
that decisions on the proposed integration of aervlces on a bdlity-wide basis will be 
made only after planning is completed, because the next phase focuses on the 
Impiementshon of the plan. As such, this approach should help VA make better 
integration decisions. 

Providing a Detailed Int egration Plan to 

Stakeholders Before fUein« 

Stakeholder partic^wtion in the process could be enhanced if VA provides a detailed 
integration plan before Implementation begins. VA ertcourages local faculties to have 
early and continued stakeholder involvement The local Cscilldes have worked hard to 
involve stakeholdns by using such techniques as meetings, letters, briefings, newsletters, 
and videos. 

Stakeholders, however, have sometimes found It difficult to understand and support 
VA's actions because they were not provided sufficient information about the integrations, 
such as 

how services will be integrated, 

- how potential changes will affect veterans and employees, 

- why selected alternatives are the best ones avaUable, 

- how much the potential changes wUl cost to implement, 
how much the potential changes will save, and 

how VA will reinvest savings to benefit veterans. 

For example, for the Monlgomeiy/Tuskegee Integration, VA decided to consolidate 
adminisDatlve s^ces by moving most employees foom MontgcHnery to Tuskegee. 
However, it made this dKision before determining how many or which employees would 
be moved or what it would cost to renovate the apact needed to accommodate the 
increased number ot administrative staff at Tuskegee. Therefore, VA officials could not 
answer some key questions raised by congressional stakeholders. 

VA's Incremental planning approach contributes to these communication problems 
because it limits the amount of l^oimafiMt avaUable about the integration before 
implementation begiiw. Providing this information would enable VA to communicate 
mote effectively with stakeholders. Moreover, presenting such plaruting results in a 
written document that could be shared with stakeholders would further enhance the 
opportunity for effective communication by allowing VA to tfotain stakeholders' views and 
gain support or “buy-in' for its proposed integration aclivilies. 
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Using in lixteptndent PUnnIM Approach 

CMijective facility integration planning based on independent judgment is critical to 
succesriUl integrationa. Making dedaons to restnicture medical budli^ services when 
the decisions could adversely affect the planners' own interests presents an inherently 
difficult ablation. Many competing interests ate at slake in VA's integrations, including 
those of VA employees, medical school personnel, and residents of affected communities. 
As planners, these groups may not aggressively consider all viable options and may avoid 
difficult choices by focusing only on marginal dianges to the Satus quo. In such 
situations, VA integraticms might yield less than their full potential benefit to veterans, 
needlessly limiliiig savings available for reinvestmenL 

For example, in the West Side and Lakeside integration, VA uses work groups to study 
integration of individual dinical services. Medical school faculty chair the work groups 
that will make proposals for bow VA will Integrate two of the more Important services- 
surgery and medicine. The work groups are expected to address integration of 
management and consolidation of services. A potentially divisive issue is whether to 
consolidate clinical services and, if so, where the ccmsolidated services should be located. 
Because the planners will be greatly affected by the outcomes, it has proven extremely 
difficult for the competing medical schools to address this issue. 

To overcome this probl«n, a more independent planning approach using planners 
(full-time VA planners or consultants) with no vested interests in the geographic area 
could be used to develi^ data, explore options, and recommend actions to the network 
director. 


In conclusion, VA has only scratched the surfoce In reaping the benefits of medical 
facility intepsQons; the greatest benefits are yet to be realized. Effective Integrations 
Involve difficult choices aitd, as we discussed today, the decisions should be objective and 
in the best interests of veterans. Toward this end, we encourage VA to continue 
improving its Integialicat process, because every dollar saved by integrating in a more 
efficient way can be reinvested to better meet veterans' medical needs or serve veterans 
who might otherwise not be served. 

Ihls concludes my prepared statement We will be glad to answer any questions you 
or membeia of the Subcommittees may have. 
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APPENDIX 


APPENDIX 


VA'S APPBOVRn lOTEGHATlONS 



VA health care system 

Integrated fartlltifts 

1 

Connecticul 

Newington, CT, West Haven. CT 

2 

Western New Yorii 

Batavia, NYi Buftalo, NY 

3 

New Jersey 

Cast Orange, NJ; Ijrons, HI 

3 

Hudson Valley 

Castle Point, NY; Monirose, NY 

4 

Plliabursh 

Plasbur^ (Highland Drive), PA; 
Pittsburgh (Unlverally Drive), PA 

6 

Maryland 

Baltunore, MD; Fort Howard, MD; 

Perry Potni, MD 

7 

Central Alabama 

Monutotnery, AL; Tuakegee, AL 

11 

Northern Indiana 

Port Wayne, IN; Marion, IN 

12 

ChicaKO 

Lakeside, m West Side, 0, 

13 

Black Hills 

Pmx Meade, SD; Hot Springs, SD 

14 

Greater Nebraska 

Grand laiand, NE; Lincoln, NE 

14 

Central Iowa 

Des Moinea, lA; Knoxville, lA 

17 

North Texas 

Bonham. TX; Dallaa, TX 

17 

Central Texas 

Marbn. TX; Temple, TX; Waco. TX 

17 

South Texas 

KerrvlUe, TX; San Antonio, TX 

20 

Puitet Sound 

American Lake. WA; Seattle. WA 

21 

Palo Alto 

Uvetmoie, CA; Palo Alto, CA 

22 

Southern Califonua System of Cttnics 

Sepulveda, CA Lot Angelea, CA 


*V«terans Uiu>grue<l service network. 


(406142) 
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Tcatimoiy before the Sab-Conmitteca oa Health and oa Ovenigfat and lavcstigatiODe 
fora Joint Hearii^ on Jaly 24, 1997 
at tbe 334 Canom House Office Building 


Good morning. My name is Paula Widerliie and I am the Senior Director for System Strategy of 
Adventist Healthcare. We are an integrated delivery network based in Moo^omeiy County, 
Maryland. Our organization has annual revenues of over $400 million dollars and 5,000 
employees, making us tbe second largest private employer in Montgomery County. 

In 1993. the need to develop a vertically airdboiizontally integiaied and coordinated system of 
cate for (he residents of Montgomery and Prince George's Couaty, Maryland, was recognized by 
the leaden of the Adventist Healthcare organization. At (hat time, (here were several governing 
boards reqxmsible for two acute care facilities, four niasing homes, a home health agency and 
other affiliated bealthcareservkes. Throughatmegic planning process during 1993, it was 
agreed that (hose operating units would be integrated and opeiae under the governance of one 
board of directors, one president and CEO and one management team. 

Since (hat time, the level ofintegraiion among titose operating units has primarily focused on 
integrating managemeni suppon functions; such as, flnance, infonnatioa systems, human 
resources, strategic planning and marketing. However, tbeobjectivewastopoduceaseamicss 
CMilinuumofcareofwIiichamalor component would be clinical Integration, the strategic plan 
that called for the Integrationoftheseoperatingunitswasimplementedduring (be period of 1994 
and 1995. At (he endof 1995, tbe strategic planning process was initialed again with a planning 
horizon of another 24-n)onth period. Injustlhalsbortspanoftiine new critical success factors 
and goals were identifiedandachangedcouiseofdiiectioa was charted different than that which 
was set out in 1993. 


The revised strate^ plan diet was approved by foe board of directors in October of 1996 was 
revised sixty days later in December of 1996 because an important market condition had changed 
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foe US and an oppoftunityhsd presented itself \«4ucb led tbePresideiil/GuerExecuiive Officer to 
go back to the Board of Directors and ask them (o accept a modificatioD to the strategic plan that 
they had just approved sixty days prior. 

Those sorts of actions, those sorts of market condition dynamies exist almost on a daily basis for 
the health care industry, particularly in this r^km. Maryland and the Washington, D.C. market 
place has one of the highest penetrations in the country for managed care, which is the single 
most important market place condition that drives an organization such as ours to develop 
strategic initiatives to enable it to continue to provide the level of service and slarrdard of care 
that the community has come to expect. 

Some of the lessons that we have learned through this Jotaney over the past four years have been 
that there is no one prescriptive method for integration that a health care organization can adopt. 
We received lots of advice, did lotsof research on our integration efforts back in 1993. Andover 
several months quickly fouixl that we needed a mucb more customized, flexible and responsive 
approach to restructuring our organization. We have some unique features, being based in the 
State of Maryland: namely, operating is a rate-regulated all-payor system. So, when we get 
advice from experts arxl consultams and read (he literature about integration effoits acress the 
country, it becomes painfully obvious to us that those methods may not be effective or ones that 
meet our objectives as an organization. 

In some areas of the country, managed care may be the drivmg foree for market consolidation 
and integraboR. Inother markets, preserving access to high quality, cost-effective services may 
betbeneed. In others, the need may be to reduce excess c^iacity, to rationalize services and 
(hereby avoid duplication. Some may need access to capita] to fund impfovements. And p e rhaps 
others may be facing a combination of some or all of these foctois. Hie most difficult steps of 
■alionalizing scarce resources and refraining from duplication are seldom if ever accomplished. 
We're proud lo have been among the few to achieve that goal. 


2 



109 


Anoiher lesson (hal we've learned is that the pnxess of imegralion is jusi that. Thai il’sa 
process. That it should not be an objective in and of itself. That it tends to proceed along 
evolutionary lutes, first beginning udih the integration of governance, then management support, 
then ultimately clinical and physician integration. Those first aieas of governance and 
management support functions (end to be, and this could be obvious to most, significantly less 
complex than the issues of clinical integration. The importance of (he process of integration is 
the participation, input and commiunent from ail of our stakeholders in this process. Ullimalely, 
our objective, which is consistent with our mission as a faith-based organization is to enhance the 
patient's experience. 

It may appear to some that as hospitals, nursing homes and home health agencies owned and 
operated by a common organization, that is the Seventh-day Adventist Church, integrating 
should be a relatively simple process. On the contrary, coming together to meet market-place 
demands, meeting patient expectations, reducing costs, improving efTiciencies for the health care 
system in general, all of which can be improved through imegrauon. was as difficult for us, if not 
more difficult, than organizatints which were unrelated initially, it was a relatively smooth 
transition to develop a common missionand vision for our otganizaiions. However, some of our 
organizations had 1 00 years of experience of i^eialing independently and as free-standing 
institutions, developed independent cultuies. The changes that would be requited to blend 
disparate cultures were challenging for us and in some regardscontinue to be a challenge. We've 
seen some cycles of change coiKeming integration. First, there was buy in from the operating 
units in support of centralization and integration. Subsequently, a wave of a different culture 
began to emerge where sepaiwe identities was valued over a system- wide approach. 
Communities, physicians, and patients also tend to identity with hospitals and out systems of 
care. Now, another change may be surfacing whereby the benefits of integration can be realized 
by employees and community-based agencies. 

We remain Itimly cominitled to the noliMi that an integrated delivery system which enhances a 
patient's experience is ultimately the most effective cate deliveiy model. To dial end, we believe 
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that (he network ihai we've deveSoped meets our needs given the current conditions. We also 
fully expect that the model will be modified from thne lo time as is necessary. We expect to 
redefine what it means to be an integrated delivey network. Our struegic planning horizons 
seemingly continue to be shortened from five years to rwo years to sometimes down to almost 
six mtHilhs at a time, however, we will continue the course of aspiring to develop a rational 
integrated system of care for our community. 

Thank you for the opportunity to address your sub-committee. 
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PauU S. Widerlite 
Senior DirectM*, System Strategy 
Adventist Healthcare 
1801 Research Boulevard, Suite 300 
Rockville, MD 20850 
(301) 315-3033 


Qualifications 

Extensive experience in the health cate industry widi an emphasis on marketing, strategic 
planning, new business development and physician relations. 

Experience and Career Achievenients 

Senior Director , System Strategy 1994 ■ Present 

Adventist Healthcare, Rockville, MD 

Adventist Healthcare is an integrated delivery system providing the full continuum of services 
in Suburban Maryland. With operating revetire in excess of S400 million. Adventist Healthcare 
leads the region in market share in key service lines such as cardiovascular surgery (900 surgeries 
and 4,500 diagnostic and interventional procedures), maierTul<bild services (6,000 deliveries), 
oncology, behavioral medkine and preveotion and wellness. The system consists of SS3 acute 
cate beds, 8(X) skilled nursing beds at 7 centers, 5<X),(X)0 home health visits. 4 urgera care centers, 
assisted living and adult day care. 

Responsibilities inciude: 

Assisting the Presidetu and CEO on a daily basis in the system's overall strategy setting. 

^ Designed and iraplenieQied strategic planning on a service line basis during the formation 
of the integrated delivery system that facilitated clinical integration among operating 
units and resulted in enhatKcd market share riom 1992 to 1996: 

Overall: 22.8 to 23.2% Psychiatry: 18.8 to 23.9% 

Pediatrics: 16.6 to 31.7% Oncology: 19.6 to 23.3% 

4 Established and gained approval for the system's goals, critical success foctors. vision, 
mission and value statements. 

Managing $1.6 million department budget for strategic p lanning , marketing and communications. 
Sui^rting new business development atxl strategic alliances. 
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* Facilitated network devek^)nieni an»ng specialty hospitals and community-based 
providers. 

^ Facilitated joint venture between primary organized care physician network and 
Adventist HealtbCare. 

Acting as the executive responsible for ensuring cohesion and strategic alignment for all system 

planning activities. 

^ Conducted comprehensive environmental assessments for key service lines and 
alternative health care entities from prevention and wellness to home health and long- 
term care. 

Setting direction for the government relations program. 

4 Successfully lead regulatory process that resulted in award of CONs for comprehensive 
inpatient rehabilitation, neonatal intensive care unit and skilled nursing facilities, 

Coordinating annual educational meetings forsyMcm board of directors. 


Director of Strategic Planning OTid 1992-1994 

Professional Relations 

Washington Adventist Hospital, Takoma Park, MD 

Provided overall coordination of the planning activities for ibis 300-bed tertiary care hospital. 
Responsible to develop the official strategic plan and to facilitate the planning process for each 
service and department. Represented the hospital to external groups such as regulatory agencies 
and state health planning commissions. Directed the activities of the professional relations 
department which has as its focus programmatic initiatives to cultivate and maintain productive 
relationships with the medical staff. 


Director of Marketing 1988- 1992 

Emergency Medicine Associates, Bethesda, MD 

Directed the marketing activities of a multimillion dollar emergency medicine professional 
corporation. Responsible to identify t^pominities for revenue enhancement, market penetration 
and profitability improvements. Assisted the group in developing and implementing 
diversification strategies such as drug-free workplace compliance programs as well as strategic 
planning and marketing consulting services to hospitals and private medical group practices. 
Duties included strategic managemeiu, planning, market research and analysis, promotions, 
demand forecasting and physician recruitment. 
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Hospital Service Represuualive J985 - I98S 

Capitol Hill Hospital, Washington, DC 

Served as the physician iiaison for a local cocmminity hospital within the MedUmic Health Care 
Group multi-hospital system. Responsibilities included increasing inpatient and outpatient 
utilizatitm rates from targeted physicians. This position required extensive trending and historical 
dau analysis and results tracl^ as well as excellent conumu^tioQ skills. 

A Designed and implemfnfrd j^iysician relations programs (medical staff develc^ment, 
recruitment, retentioo and succession planning) that resulted in significant increases in 
iiqMiieni and outpatient volume. 

Director, Medicai Staff Serviees 1981- 1985 

Capitol Mill Ho^ital, Washington, DC 

Managed the administrative functions of the medical staff organizatiai. Responsibilities included 
credentialing, compliance with local and natiooal regulatory agencies and quality assurance. This 
position demanded strong organization and leadership skills. 

Professional Affiliations 

American College of Health Care Executives, Associate Member, 1993 

Capital Area Society for Health Cue Planning and Marketing, 1992 

Academy for Health Services Marketing of the American Marketing Association, 1990 

American College of Health Cate Executives Wemen’s Forum, 1987 - 1991 

National Association Medical Staff Services , 19K • 1991 

Education 

B.A., Business Administration. Special Ccaicentraiion in Marketing 
TrinjQ' College, Washington, DC 

Honors 

Magna Cum Laude, CPA: 3.89/4.0 
Alpha Sigma Lambda National Honor Society 

Faculty Appointment 

Adjunct Faculty, Business Administration Department, Cohimbia UaioD College, 1993 
References 


Available upon request 
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^Adventist Healthcare 

ml Rneif(liBogk<v<l*Swe)00-Riick>ilk. HDnjO-(»»3IS-mSi>kne-(10l|]|}OOmFu 


July 24, 1997 


Honorable Cliff Steams, Chainnan 
House Veterans' Affairs Subcommittee on Health 
338 Cannon House Office Building 
Washingtoa DC 20515 

Dear Chainnan Steams: 

To my knowledge, Adventist Healthcare nor 1 have received any federal gtanU or 
contracts, during this year « in the last two years, from any agency or program 
relevant to the subject of the July 24 hearing regarding the process of integiating a 
health care delivery system. 


Respectfiilly, 

Paulas. Widerliie 
Senior Director 
System Strategy 


AevBirtfT HealihCam 


A«utt rte»fialCM *A4iiltDty Cm *AM«dlj««it*CeafcehcMivtl.ont*1^C«c*Hoac Health S0vice& 
hiiHliwiiiiiJ>WlMMSTiiM»*K<>gftityo»»Sp*ci4fartH»»CiwS«rnca*0»^MCMSav»co 
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Statement c» James E. Staiw, Senior Associate, McManis Associates, Inc. 

ACCOME AMED BV LiNPA WeNDT, PRINCIPAL ASSOCIATE 

Before A Joint Hearing of the Subcommittees on 
Health and Oversight 
AND ON INVESnC AnONS 
Committee on Veterans’ Affairs 
Untixd States House of Representatives 
ON 

Reviewing The Va’s Process for Integrating VaMedical Faciutv Management, 
Clinical Services And Support Services 

July 24, 1997 


Messrs. ChainnenaiidMembeTSof (he Subcommittees: 

Thank you for the opportunity lo sham my experiences and (hose of McManis Associaies 
regarding (he integration and consolidaiion eflbrts of Veterans Affairs (VA) medical centers. 
We ^ipreciate (he chance (o discuss this important topic with members of Congress. VHA 
represenulives, Veterans Service Organizations and othM stakeholders. 

McManis Associates is a management and research consulting company that specializes in the 
field of healthcare. We have assisted hundreds of healthcare institutions evaluate and 
implement mergers and affiliations across the counDy. I have been providing advice and 
consultation to the healthcare indusoy during the past five years, ^ecifically in the areas of 
integrated system develi^ment. network affiliations, strategic planning and operations 
improvetnem. t have been working closely with VA medical centers over the past two years. 
This testimony is based on my experience in wortting with both private sector and VA 
healthcare institutions. 

This country's healthcare delivery system is undergoing rapid and dramatic changes in both 
the way it delivers and finances healthca r e in the private and public sectors. Today's 
healthcm consumers and payers are demanding higher quality and better access for lower 
costs. In additioo, other factors such as (be aging population and federal budget constraints 
have magnified these chaHenges. Healthcare providers in both (he private and public sectors 
are seeking innovative solutions to these imAlems. 

The private sector has responded to these challenges in several fashions. Managed care has 
increased its penetration nationwide from 36 percent in 1992 to 60 percent in 1996. This will 
increase even foster as government financed healthcare encourages beneficiaries to enroll in 
these managed care plans. Hospitals are rapidly creating new integrated deliveiy systems 
through affiliations and mergers. Physicians are forming large groups and corporations to 
better manage the care of their patients. Healthcare systems an examining ways to increase the 
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quality of care while reducing costs through aggressive care managemem, clinical pathways 
and other tools. 

The VA is not immune to these challenges factt^ healthcare providers. Over the past two 
years, it has organized into integrated service nHworis and. whh the implementation of the 
Veterans Equitable Resource AlIocatkMi, it has changed its funding model to guarantee that 
dollars follow the patient. These changes are in re^MMsse to decreased funding levels and 
demands for better acceu. However, it is inqietative that the VA continue to explore and 
inqilement ways to increase quality and access at reduced costs to ensure that those who have 
served our country receive quality healthcare. 

Many of the Veterans Integrated Service Networks have explored and inq>Iemented 
“integrations' or consolidations of ibeir Medical Centers. These mergers have achieved 
varying levels of results. We have found that there is not a standard cookbook approach to 
integrating medical centers in the VA. Several factors need to be considered: the populations 
served, the proximity of the focilities, the overlap of services, community resources, referral 
patterns, organizatimal cultures, and the viewpoints of concerned stakeholders. These 
considerations dictate bow best to proceed m examining the potential integration of fecililies. 

Examining these issues is vital to the success of any integration and adds to its complexity. In 
addition, the VA has many stakeholders that need to be involved in the process. Other 
conqilicating fectors mchide lime (12 to 3d months depending on so^) and employee morale. 
When the VA decides to examine the potential of integraiioo. enqjloyees' anxiety levels 
increase. The medical centers need to outline a clear vision and a high level plan quickly to 
begin addressing employee concerns and decrease (be level of potemia] resistance. Luily, any 
integration should not be approached as an endpoint, but more as a tool and process to effect 
significant and beneficial change in the way healthcare services are provided to veterans. 

While there is no one right way to conduct an integration, we hive developed a general 
process to ensure that the fectora mentioned earlier are addressed. Our approach to the 
potential integration of VA medical centers includes (hree major phases: an assessment, 
creation of a vision and high level plan, and service specific cost/benefit analyses with ongoing 
implementation. 

The first phase involves conducting an assessment of (he overall market and organizational 
performance of (he medical centers. This includes detennining the current and projected 
populations served by the medical centers and their corre^oding workload, examining 
referral patterns between the facilities, identifying duplicate and conplementary services of the 
medical centers and assessing perfonnance data such as cost and quality. A critica] component 
of this phase is the involvement of siakeboldeis such as veterans, employees, affiliates, 
congressional offices and other key constitiieots. The focus is on tdentifying stakeholder 
concerns and potential barriers to change. 

The outcome of tbe assessment is the determination of the appn^riate level of integration: 
integrated infonnatioa systems, integrated services and management, or foil consolktation 
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and/or mission change. The compelling reasons for integration must be clarified and clearly 
communicated to all concerned stakeholders to gain their acceptance of the reasons for 
integration. This phase usually takes two to three months to ccmiplete. 

Once a decision has been made to integrate and at what level, a greater degree of detail needs 
to be outlined. This is the focus of the second phase of integration: creating a vision for the 
integrated bcilities. This involves identifying the ^lecific areas for further study, developing 
the leadership and governance structure for the integrated focilMes, and outlining a high level 
in^lemeniaiioo plan that identifies the scope and timing of miegrmioo. We typically 
recommend that an integration board be established that is composed of administrative and 
clinical leadership of medical centers, union representatives and Veteran’s Service Officers. 
This board should be faciliiaied by a third party such as a VA esqiloyee outside of the medical 
center’s network or an outside consultant. K 17 outcomes of this stage are an overall vision, 
new leadership structure and a high level inqilementatkMi plan. Stakeholder buy-in of these 
deliverables is vital to moving to tte next phase of integration. We have found (hat this phase 
typically takes two to four rooMhs. 

The last phase of integration is the most difficult and requires the greatest level of effort and 
lime, generally six to thirty months. During this phase, specific work groups are established at 
the direction of the integration board ai^ ikw leadership structure to examine the areas 
identified in phase two. The workgroups should include individuals providing the services 
being studied and key constituents. It should either be led or fociliiated by an objective third 
party. This is crucial to ensure that those involved in implementii^ the changes are committed 
while the protection of parochial inieicsts is minimized. 

It is during this stage that specific cost/benefil analyses are conducted that examine the 
opportunities to improve service and quality, in^rove access and reduce costs or redirect 
savings. In addition to these of^rtunities. work groups should identify expected quantifiable 
outcomes and results. As recommendations are nude, the leadership structure and integration 
board should move ahead with implemenutkm in a timely maimer. This is a key success foctor 
for several reasons: resistance to change increases with time, changes are occurring at such a 
rapid pace that opportunities may be missed, and success breeds success. 

Through our experience, we have identified several critical lessons: 

1. Communication with and involTcment of stakeholders and employees is critkal. It is not 
enough just to comiminicate with stakeholders about potential chaises and integrations. 
Stakeholders must be involved throughout the process in creating these changes and 
integrations. Tliis is accomplished in the first phase through interviews and discussions with 
stakeholders. Key consiicuent representatives should be an integral pan of the second and 
third phases through direct involvement on the integration board and work groups. Failure 
to involve stakeholders will contribute to the foiluie or mmimal gains of an integration. 
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2. Uw ad objective (bird party. When integiuiag medical cencers, there U too much vested 
interest and turf protection to generate soiuiions that provide the maxiiDuin benefit to 
veterans and overall cost reductions. Using a third party fitm outside of the concerned 
medical centers will minimize these risks. 

3. Demonstrate iMOgrcss and results. As integration moves ahead, employees, veterans, 
affiliates and other stakeholders need to see progress being made in the effort. A 
contributing ^or to Allure or to achieviog only minimal gains is ‘paralysis by analysis,’ 
that is, taking coo long to study the information asembled, cutting it in different ways, and 
gathering and reviewing data that ate not televam to the decisions being made. 

4. Have an overall plan to guide specific efTorts. While individual workgroups are studying 
specific areas, there needs to be an overall implenieuation plan Co guide these efforts. In 
addition, (he leadership or integration board needs to be able to see the systemic 
relationships between efforu and potential impact one work group's recommendations may 
have on current and future efforts. 

5. Don't expect tignifleant results oveniigM. Integrations cause major changes with how 
services are delivered, where people work and what people do. Because people are doing 
new things w doing them differently, and customers must orient themselves to new 
processes, improvements take lime to materialize. This fact must be realized and 
communicated so chat sukebotders do not have unrealistic expectations. 

This concludes my prepared statemem. We would be pleased to answer any questions. Thank 

you. 
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McMANIS ASSOCIATES. INC. 


LINDA WENDT 
Principal Associate 


Linda Wendt has more than 20 years of experience working in healthcare management and 
consulting. She has extensive experience in the develt^niieni of integrated healthcare 
organizations. She has fomnilated strategies for manag^ care organizations, network 
foimations, and affiliation and merger initiatives. Ms. Weodi 1^ facilitated the development 
of health maintenance organizations, physician groups and IPAs, and physician practice 
management con^anies. 

Over the past IS years, Ms. Wendt has held senior positions with three leading consulting 
firms, and has managed more than 2S0 eagagements in 39 slates. In addition to hospital and 
health system clients, she has worked with insurers, health maintenaiKe organizations, medical 
group practices, and healthcare associations. She has assisted numerous clients in the 
developniem of certificate of need applications, and has testified in administrative hearings as 
an expert witness in five states 

Ms. Wendt fretpiently conducts workshops, seminars and retreats with hospital boaids and 
management, and physicians. She has addressed numerotis healthcare associations, including 
the Michigan Hospital Association, the New Jersey Association of Healthcare Executives, and 
(he American Hospital Association. She has assisted numerous clienis in 

Prior to consulting, Ms. Wendt held leadeish^ positions with a health systems ageicy (HSA) 
where she was responsible for the development and inviemeniatlon of population-based 
planning for a regional continuum of care. During her five years with the HSA, she also 
served as the agency’s liaison with the state legislature. 

Ms. Wendt received an M.H.A. in Health Systems Management horn Tulane University and a 
B.A. In Economics from the University of New Orleans. 


Consultant Quatificattons 
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McMANlS ASSOCIATES. INC. 


JAMES E. STARR 
Senior Associate 

Mr. Starr has been assisting healthcare organizations develop strategic piatts, redesign core 
business processes, and manage change for the past six years. His areas of expertise include 
organization design, business process reengineering, strategic planning, change management, 
team development and continuous quality inqirovement. Mr. Starr's primary duties include 
developing and executing tnajor orgatiization redesign efforts by woiidng directly with steering 
committees and design teams. He has performed organizational assessments, work flow 
analyses and structural assessments, and has helped organizations design and implement 
strategies to align core work, structure, and information with their strategy and core 
competencies. 

His recent engagements include working with PacifiCare Health Systems, a California health 
maintenance organization, to redesign their healthcare delivery system and strengthen 
relationships with their provider network to create “virtual integration.' This project has 
included working with several key provider groups to eliminate variability and redundancy 
between the groups and the health plan in areas such as joira planning and marketing, member 
education, member services, primary care physician access and the referral process. He then 
assisted them in developing a long-term strategy for building an information inftasiruciure. 

Mr. Starr has managed and participated in projects for hospital systems to redesign their core 
work and support functions. He developed the overall reengineering strategy for Maryview 
Health System in Portsmouth. Virginia and worked closely with their steering committee and 
design teams. He helped them to identify outsourcing opportunities and radically redesign how 
they deliver inpatient care. 

Mr. Starr assisted Charier Medical Corporation (now Magellan Health Services), 
headquartered in Atlanta, in redesigning how they manage their risk and qualify management 
functions. Similarly, he assisted Waukesha Hospital in Wisconsin with their redesign effort. In 
Philadelphia, Mr. Starr developed a product line organizational structure for the Veterans 
Affairs Medical Center and created the strategic plan for the Veterans Integrated Service 
Network. He also assessed the feasibility of integrating two Veterans Affairs Medical Centers 
in Rorida. He also implemenied the Iniegraiion of the Pittsburgh Veterans Affairs Medical 
Centers. 

Mr. Starr holds an M.B.A. from Virginia Polytechnic Institute and State University and a 
B.A. in Organizational Communication from George Mason University. 


Consultant Qualifications 
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Good Bornlng. 1 aa Dr. Jordan J. Cohen, Preeident of the 
Association of Aserican Hsdical colleges (AAKC) . I 
appreciate the opportunity to testify today about the 
integration of eedical facilities within the Departaent 
of Veterans Affairs (VA) health care syetaa. n>e AAKC 
serves as the national voice for the country's 12S 
aedical schools, 96 professional acadeaic societies, and 
nearly 400 major teaching hospitals, including over 70 VA 
aedical centers. Currently, 139 VA aedical facilities 
are affiliated with 103 aedical schools. Each year acre 
than 30,000 aedical residents and 22,000 aedical students 
receive a portion of their training in the VA. 

The first priority of the VA oust be to provide quality 
health care to our nation’s veterans. Towards that end, I 
believe the VA's aedical education and research aissions 
add substantially both to the quality and accessibility 
of its health care services. Abundant evidence has 
accuaulated over the aora than S0>year history of 
VA-asdical school affiliations of the countless 
advantages that stea froa these partnerships. The VA's 
ability to recruit and retain high quality aedical staff, 
the access of the VA’s patients to the aoat advanced 
aedical technology, and daployaent of cutting edge 
research to probleas of special interest to veterans are 
but aoae of the benefits that can be attributed to this 
historic partnership. 

Affiliations are syabiotic arrangeaanta that benefit not 
only the VA but ite partner aedical schools as well, 
while affiliations between VA aedical centers and aedical 
schools greatly enrich the patient care environaent of VA 
aedical canters they also enhance the edueational and 
research prograas of aedioal schools. Medical education 
depends, in substantial part, on hands-on experience by 
the learner under careful supervision. Effective 
education requires access to a diverse aix of patients 
who COBS to an acadeaic aedical canter with the 
expectation that they will receive the highest quality, 
comprehensive, and coapassionate aedical care. In return 
for their participation in aedical education, the 
patients at VA aedical centers, like those cared for at 
all teaching hospitals affiliated with aedical schools, 
gain access to talented faculty and 

state-of-the-art-treataent. The AAKC eabraces the VA's 
priaary purpose of providing quality health care to 
eligible veterans. We eabraca it both because it is good 
for veterans and because it is good for students. 

The AAKC is pleased to have the opportunity to work with 
the Congress and the VA to extend into the future the 
proainenca of the Veterans Health Adalnistration (VHA) as 
a coaprahenalve health care delivery systea. If our 
nation expects the VA to provide effective and 
coapassionate care for the bodies and Binds of our 
nation’s veterans, the VA should not be forced to Halt 
its scope solely to those areas in which the VA has 
special expertise. One of the aain reasons for the 
success of the VA’s unique prograas for patients with 
special needs is the infrastructure provided by 
coBprehensiva VA aedical centers. This coaaon support 
systea is the necessary foundation upon which VA builds 
expertise in the specialised areas such as cardiac care, 
long tera cars, and substance abuse treatment. The new 
organisational structure in the VA should build on the 
foundation created by the joint aedical school/VA 
partnership. 

The future of the VA as a coaprahensive high-quality 
health systea currently faces serious challenges quite 
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■iailar to the ones that aedlcal schoola and teaching 
hoBpltala are encountering. The continued auccess and 
vibrancy of VA and acadaaic Mdicine in the evolving 
health care delivery envlronaent depend* greatly upon our 
response! to these challenges over the next few years. 

The VA Intersects our nation's entire health care systen 
at two crucial points, both of which deeply involve the 
VA's acadeaic affiliations. First, the VA plays a 
critical role in the education and training of health 
care professionals who are destined to serve the entire 
nation. Second, the VA contributes in a sajor way to 
advances in sedicine through a research prograa that has 
an iapreseive history of success and innovation. 

Over the last few years, econoalc and c^^etltive forces 
have begun pressing all aedical centers to review their 
priorities and to provide health care sore 
cost-efficlently. For acadeaic aedlcina, the impetus for 
change has been the growth of aanaged care and the 
unwilllngnass of aany eaployers and insurers to continue 
to pay their fair share of the costs associated with 
undergraduate and graduate aedical education and with 
providing an envlronaent in which research can flourish. 
For the VA health systea, the impetus for change has bean 
budgetary constraints in the face of considerable 
inflation in health care costs, the increasing needs of 
an aging patient population, and the need to keep pace 
with aedical progress and Innovation. 

In response to these iaperatlves for change, both 
acadeaic medicine and the VA are moving away from the 
traditional hospital-based model of health care delivery 
to one that emphasises the delivery of ears in ambulatory 
and out-of-hospital sites. Moreover, academic and VA 
aedical canters are establishing new partnerships with 
other health care providers to increase efficiency, to 
rationalise reseurea distribution, and to manage 
effectively in the emerging health care marketplace. 

The VA has developed an exciting new administrative 
structure for responding to the call for change and for 
implementing its various health-related missions. This 
new structure seeke to eliminate ineffleiencias and 
duplication and to maxlniie the effectiveness of limited 
health care dollars end resources. Under the leadership 
of former Secretary Jesse Brown and Under Secretary for 
Health Kenneth Kiser, M.D., M.P.H., the Veterans Health 
Administration has organised its 171 medical centers into 
22 regional systems know as Veterans Integrated Service 
Networks, or VISHs. Under each VISN umbrella, several VA 
medical canters and their associated or affiliated 
partners will work collectively to deliver health care to 
veterans in their region. 

Among the attractive features of the new VISN structure 
is its emphasis on performance-based evaluation. VISN 
directors and other key leaders in the new system are 
informed prospectively about the goals they are expected 
to achieve and are systematically evaluated at an 
appropriate time to assess whether those goals ware 
achieved. 

The dramatic changes associated with the transformation 
of the VA health care system present significant 
challenges and great opportunities for the VA's academic 
affiliates. Affiliated medical schools are quickly 
adapting to the new VISN etrueture and ara exploring new 
collaborative arrangements with all of the VA facilities 
and sometimes with other medical schools within their 
respective VISN. The AAMC is eager to continue to work 
with VA officials in Washington on national policies that 
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aff«ct th* health of veterans and that foster the 
affiliations between the VA and Mdical schools. The 
Association recognises that decisions regarding the local 
adainlstratlon of VA resources are best sade locally. 
Although the task of altering long-standing relationships 
and forging new collaborations is never an easy one, 
aaintainlng a sharp focus on the primary purpose of 
academic affiliations -- to provide health care of 
unsurpassable quality for our deserving veterans -- 
remains our best guide to continued success. 

I believe the VA*s academic partners, especially the sore 
than 100 medical schools currently affiliated with VA 
medical centers, can play a vital role in securing a 
strong future for the VA health system. In capitalizing 
on this potential, however, three facts are especially 
worth noting: (a] the rapidity and magnitude of the 
changes required to implement the VI8M structure 
successfully, (b) the number of new individuals recently 
recruited to leadership positions from outside the VA, 
and (c) the VA's traditional and reconfirmed coamitaent 
to maintaining rebuet education and research programs, 
civen these facts, it seems clear that sms special care 
must be taken to ensure that the inevitable stresses on 
the long-standing and successful partnership with its 
medical school affiliates do net ha^wr achievement of 
the VA's mlasions. To minimize thin possibility, the 
AAXC would make the following suggestions: 

1) Incorporate within each VISH director's annual 

performance contract epecific goals that foster the 
education and research missions of the VISH 

a) Establish an explicit and workable m e ch anism for 
ensuring routine consultation between the VISH 
leadership and the academic leederehip (e.g., the 
medical school dean, university hospital CEO) of the 
medical school affiliate(s) to, at a minimum, 

a) guarantee timely communication by all parties 
of information relevant to the strategic and 
program planning of the VISH and the various 
afflliatas; 

b) ensure ^timal deployment of education and 
research resources; 

c) assess the li^ct on academic programs of 
consolidation end restructuring of the VISK'S 
clinical services; and 

d) identify opportunities for cost-effective 
strengthening of the VISH's clinical services 
by contractual relationships with one or mors 
of the academio affiliates. 

I a^raciata the o^ortunlty to appear this morning and will 
be happy to answer any questions you might have. 
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STATEMEPrr OF JOHN R. VITIKACS, ASSISTANT DIRECTOR 
NATIONAL VETERANS AFFAIRS AND REHABILITATION COMMISSION 
THE AMERICAN LEGION 

BEFORE A JOINT HEARING OF THE HOUSE SUBCOMMITTEES ON 
HEALTH AND OVERSIGHT AND INVESTIGATIONS 
COMMEITEE ON VETERANS AFFAIRS 
UNITED STATES HOUSE OF REPRESENTATIVES 
ON 

REVIEWING VA’i INTEGRATION PROCESS FOR MEDICAL FACtUTV 
MANAGEMENT AND CLINICAL AND SUPPORT SERVICES 

JULY U. IW7 


Messer* Chainnu and Distinguished Members of the SiAcooimstlecs 

The American Legion apprecisies (be opportunity to communicate ita viewpoint on the 
ntergers and integrations of Depanmem of Veteaos ASiirs (VA) medical fadUties. Today is a 
welcomed occasion for (he “stakeholders" the Va medica] tyttem to oilier their perspective on 
the reorganized Veterans Health Administritioo (VHA). We are fortunate to have VHA officials 
present to oiler their views on the process and to hw (he qiectiic concerns of members of 
Congress. The American Legion bdteves that continuous progress cqmns on the merger and 
int^ration process are essential 

Messers Chairman, approumaieiy (wo years ago VHA began planning the reorganization 
of VA health care ftdlitie*. From a system of 172 medical centers and four medical regions. 22 
Veterans Integrsted Service Networks (VlSNs) were created. Each VISN comprises 
approidmslely d to 10 medical centers As the Members of these Subcommittees know, the 
VlSNs do not succioctly follow state boundaries and were creeled from previous patiem referral 
patterns Today all 22 VlSNs are folly activated and are experiencing tresnendous change. 

Given the rapid pece of change in heehh care, VHA must adopt a new organizational 
structure and philosophy, h must become more flexible, innovative, reeponsive and patient- 
centered The movement to the Veterans iM^rated Service Networks is just one step in the 
continuous pursuit of a health care system respomive to the needs of veterans. The realignment 
and reorgarazalion of VA medical focilities is a systematic attempt to qituniUy serve veterans 
within availiMe resources 


There are various internal and external concerns surrounding the effort to im^rate VHA 
programs and fodlhies. The integration process assumes a spirit of cot^cration among facilities 
that never historically existed due to the maimer in wfoch focilities were previously funded Also, 
long-standing university affibstions cannot be eatily transfbrmed To be success^, meraers and 

IWeyrMinM m..g 

reouire VHA to 


over a period of several vr*'^ 


Currently, 18 int^rttions, involving 38 medical focilities are eitber completed or in 
process Considerabie ccMKeros have been raised by "siakdiolders" and VHA employees 
regarding proposed and actual focility resOuctutiog of clinical programs Primarily, these 
concerns involve facility decisions to close vatiou* dinical programs without providing VA 
Central Office (VACO) with advance notice Examples of Ibw dosurea include nursing home 
cate units, diilytis programs, and merKal health programs; for exan^tle, in-patient substance abuse 
treatment unita, and Fost-Traiimatic Stress Disorder (PTSD) Treatment units Although VACO 
provided the VlSNs communication involviiig notification of proposed closures, not all VlSNs 
respond in a similar manner 

b is impractical for each “stakdioldcr" organization to be aware of all impending VISN 
dtanges. In our view, when VHA formed the Maiugenient Asastint Councils O^Cs) to be a 
partidpant in the VISN reorganizition process, (be effort was poorly designed, and no initial 
input was sought frinn the veterans service organizations The American Legion is now 
r^resented on all MACs However, there is still no consisteiKy in the MAC jnocess across aD 
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VISNs, the coordination of infnmatioa from the VISN office to the MAC representatives is poor, 
and there is an insufficient process in |dace for the thnely review and input of information. This 
assessment is not applicable, however, to all 22 VISNs Some VISNs are more responsive to 
“stakeholdier” interests than others 

The American Legion conceptually supports the planned VHA reorganization. The key 
otjectivea that VHA expects to adaeve through the merger/int^ration process are desirable 
goals. Reducing ^renting costs, improving access to care, enhancing and standardizing (he 
quality of patient care, and improving service satisfaction are wonlnvlule ottjectives. VHA's 30- 

theendof FY 1997. Again, in most cases, this schedule it very challenging 

Many VHA employees today are uncertain about their government careers Significant 
reductioos-in>force (RlFs) are occurring or planned ihrou^nut VHA The anxiety eqrerienced 
by the VHA woritfbrce is consisient with the theme of moving forward with the 
merger^egration process too quickly 

The following prindpals put forth by the Under Secretary for Health are to be applied In 
each proposed mergerAmegralion 

a. What are the general and specific goals that are to be achieved by the restructuring? 

b What are the specific outcome measures that will be tracked, and what U the process 
for tnomloring tliM measures that win be used to determine if the goals are achieved? 

c. How will ibe rdcmily and fiinctionif^ of national programs, for example, spinal cord 
injury, blind rehabilitation, prosthetics, etc ) be maintained if (he restructuring occurs, and 
especially, how will standardized proc ess es or procedures to provide service an] the 
umforinity of services be ensuretP 

d. How will ■ contiauuffl of care be assured^ 

e. How will quality of care be monilored and maintained or improved? 

f Who will provide medica] and adm in is lf st ive leedershrp ami insight for the program if it 
is restructured? How wiD adequate mediGaJ input to program decision-inaking be assured? 

g. Who will have actual program "ownerslBp’' and responsibility, and how will program 
and provider accountability be assured ifthe program is reorganized? 

h. How wD patient sa ti sfa c ti on and cuHomcr service be monitored and maintained or 
improved? 

i. How will program costs be evaluated and monitored? 

The Under Secretary of HeaHfa also communicated that "The importance of being able to 
clearly answer (he above questions cannot be over emphasized Likewise, (he need for foil and 
open discussion with itakdxdder groups and employees is of paramount inqjonance." 

In relation to the VHA mergerfinlegratioo guidelines, rnanagemem at each afTected facility 
is to develop an evaluation and mo ni tor ir^ plan to measure psticra salisfiuiioii. the amount of 
resources redirected to patient care, eqianson of patient services, waiting times for appointments 
and quality assurance foctors. According to American Lc^on MAC representatives, VA 
employees and others, the guidebnes announced by the Under Secretary are not being uniformly 
followed 

Movingfiomaninpatient model ofheehh care loan outpstiem modd, VHA must develop 
an appropriate infiasiruclure to assist Ibe process. Reduced staffing complicaies tbe process. Hte 
American L^ion b coiKeroed that aO of Ibe unique proMems associated with tbe rapid 
merger/integration process have not been resolved. The objective of having VHA become more 
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eSdcnt u a commoo goal to both tba Congress and The Amencao Legion. When the pace of 
change is loo rapid, a danger odsts dial the quality, quandly, and tmieliness of care can be 
compromised. 

The American L^on supports RR. 33S as a method to belter manage VHA’i transition. 
H.R. 33S will allow VA to take a step badt, consolidate its gains and refocus its future direction. 
The measure would allow for a morabMium of one year m fonher major change. The 
Commission estaUished under H.R. 335 will evahiate the recommendations set forth by various 
studies, commissioiis. committees and proposed iegidstion, then design and establish 
demonstratioo projects at speciSc VA medical focilitiet to lest the viability of the various 
recommendations and proposals 

The Americao Legion's "GI Bill of Health" vrould help to improve the major deficiency 
facing VHA today, medical care fimding. The 01 Bill of Health would benefit the current 
merger/integradoo proceas by encouraging veterans snd dependents to enroll in a VA Health Plan, 
allowing the system to ittrtct additional revenue. The increased revenue will help to offset 
inadequate health care appropriations, permit VHA to become more cost-efficient, snd provide 
funding for new medical care programs snd initiaiives Currently, most VHA resource savings 
gained through the merger/iot^rttion process are neutralized by existing budget shortages. 

The Americin L^pon is disturbed that the budget agre em e n t negotiated by the 
congressional leadership and the adminisiralioa and passed by the House ind Senate, will have a 
negative impact on VA health care funding According to the terms of the agreement, federal 
funding for veterans health care programs will be decreased over eech ot the next five years -- 
disregarding medical inflation and employee cott-of-lniiig adjustments. This polentitlly 
represents i significant reduction in medical care services to disabled and needy veterans 

The mly significant increase hi veterans' medical care funding over the next five years 
would be made conditioiial to the enactment of iegiilation to allow VHA to retain insurance 
monies ind co-ptyments from veterans. For several years. The American Legion has advocated 
changes in fed^ law to peimit VA to retain the money it collects fiom third-party insurance 
sources. Hovrever, this inititlive was never intended to be stifostitute for federal funding through 
the annual appropriations process. 

For 1 variety of reasona. Medical Care Cost Recovery (MCCR) receipts for FY 1997 are 
lower than projected. The American Lagkm believaa a mechanism must be established to provide 
necessary fonding for VA health care should the Department prove unable to attain itt MCCR 
projections. 

Messers Chiirmaii, The American L^ion strongly believes that VHA medical care 
resources are inadequate and ftirther pressure wiD be ipfriied over the next several years to reduce 
medical programs and services. The American Legion soeogly urgea you to fovorably consider 
the ~CI Bill of Health" and RR. 335 at bold shernatives to the loiig-lenn success of the VA 
medical system 

Messers Chairman, tial concludes my ststement 
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FOST-BUJtXM ammoas 
coMcmnas «■> jolt a*, i»»7 whtbo 
oa va KEtnejiL rAeairr lanounou 

roB KMOCT ■. KXta», m.D., m.r.M. 
uaum ncunaT rm bbuai 
DirMnCBR OF vmUHS AFFAXM 

nem tbs loaoKXBtB lub svuu 
mamw rmaxTHTic aBOtk 
ccMiTm ca vnoAU' bffbim 
0.8. B008B or BSPUSianTIVM 


QuoFtlos 1> While your terciaony stator that tbers is no 
ons right vay to intagrsta it also lays out five purposes 
for integrations. Do you believe Headquarters ought to. at 
least, see hew networks intend to achieve these goals as a 
baseline for approving future facility integrations? 

■eapeasa i Yes , 


Question 2s HOW are network directors being held 
accountable for the success or failure of their integrating 
efforts? Will tbs use of the facility integration process 
VA is developing be esiployed as a osaaaure of perfomaiscs for 
ousnagers? 

Msposisai All isetwork directors ars held accountable for 
how their networks function. This is built into the Network 
Director Ferfomanee Flan’s Fart A: Cere Coopetencies. 

These eleaents apply to all network directors, not only 
those goistg through integrations. Clearly, the Integrated 
sites Bust function affectively in order for the network 
director to be successfully evaluated agaiisst the core 
coapetenciaa. 

A draft facility integration process Manual contains a 
section on evaluation of integrations. The evaluation would 
provide infomation that could be \ised in assessing 
performance . 


Question 3i How will product line management affect 
strategic plans for networks? Integrations? 

Msponsei Like facility integrations, service lines are 
another way of providing integrated services, Service lines 
are an interdisciplinary method of patient care delivery. 

Service lines are discretionary for networks. Only a few 
are ready to ioplemant one or store service lines at this 
time. Network planning guidance, issued July 1, 1997. 
states that service line management should be addressed in 
the network plans. Network plans are due to headquarters on 
October 30, 1997. At that time, headquarters staff can 
better assess how service line management will affect the 
network strategic plans. 


Quastlon 4i what is the proper role of Headquarters in 
managing facility integrations? 
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BaspoBMi A (uppoctiv* rol« tluit providej guidance, ganaral 
direction and technical aaaiatance. Headquarceca can alao 
facilitate infomatiOD aharing end needed atudlea. 


Qoeatioa 5i Have the plannixsg proceaaea Cor any of the 
inteoratioaa that have occurred in VA Cacllltiea to date 
reaeabled the draft guidance for faeilitiea integrationa VA 
ie developing? Which onea? Have any other ayatatta uaed 
thia approach? 

teapenaei Hie integration phaaea outlined, are general, 
they include the: (1) idea, <2) analyala/deciaion, (3) 
plan. (4> IvlaBentaCion, and (5) evaluation. Hm draft 
guidance waa derived frca our e:q»ericaee with the early 
integrationa. Mane of the exiating integrationa have 
entirely uaed every eleaent of the guidance, however, X 
believe all have followed generally aiallar proeeaeea. to 
varying degreea, although different tema nay have been uaed 
to deaerlbe the etepa . 


QoeetleB <i Your etrategie plana aupport the practice of 
decentralited nanageanat •• bringing deciaioo-naking aa 
clone to the veteran aa poaaible. t>oea OAO'a receenendation 
of uaing independent portiee to nake deciaiona about 
facility integrationa run counter to that principle? 

Heapeaaei Iba integration planning proceaa aaiet atrika a 
balance BMtween laaintaining network daciaion-naking; 
developing local buy*ln to deciaiona that are critical for 
aucceaaful iapliBantation; and obtaining an objective view 
of the eoata and benatita of a facility integration. He 
believe that at a certain point in the proceaa, eenaultation 
either frca an internal VBA tean (but external to the 
intereata involved) or perbapa even an external private 
conaultant nay be vproprlate. 


Queatioa Ti Dr. Kixar, you have bade available to Coanittee 
etaCf an outline ef the varioua atepa VA auat take to 
aehieva a aucceaaful integration. Bave you abared aucb a 
guideline with local and regicnal VA offlclala involved in 
eonaolidationa or integrationa? Hbat baa been the local and 
region reaction to aucb rieeeiaiendatiooa? to lAat extent 
bave you aought input fren the central office on the 
integration planning procaaa? 

aeapesaei The outline of the phaaea of integration ia 
currently in draft and ia the reeulc ef a field-baaed work 
group that baa worked on infoxBatlon I provided. The 
Information haa been abared with the Network Dlrectora for 
ccomant. and we fully intend to ohore the docoent widely 
(VA ataff and veterana a t ak eb oldera) for coonant before 
finaliting. Although limited to date, coonenta from the 
Networka have been poeicive. Again, when the docwent ia at 
a atage to diaaaminata. HQ ataff ceomenta and input will be 
eolicited to enhance and i^rove the draft. 


Oueatioo g> Dr. Kiaer, eema union officiala bave expreaaed 
concern that the VA baa not been cooaiatent in ita afforta 
to receive input from union# concerning poaaible 
integrationa or eonaolidationa at certain locationa. How 
would you react to aucb criticiam, and can you point out any 
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noEeworUiy aucc«ss«s or failurea by the Vk in tbi« paat 
regard? 

Raaposiaet Bach facility integration haa ita own, unique 
character, ai^, aa auch, mat evolve in a alightly different 
Banner Eron any other integration. Labor iaauea are handled 
locally to fully addreaa eoncema expreaaed by Chat 
particular acakaholder. Locally, through facility 
parcnerabipa , concepta and plana are dlacuaaed. In nany 
caaea, labor ia a participant in the integration planning 
and iaplenenCation proceaa. 

To date, 19 facility incegratlona (40 faeiliciea) have been 
initiated and all are proceeding at varioua pbaaea of 
ioplaaienCation, I expect a general conaenaua anong 
atakeholdera abould eaerge before a recuwaaendation to 
integrate ia made. Stakeholdera abould be intiaately 
involved in the iterative proceaa of iavleaenting the 
integration if a deeiaion ia Bade to do ao. It ia not 
cealiacic to expect that all atakeholdera. including union 
offielala, would agree on all aapecca of Che integration. 
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POST-HEARING QUESTlCmS 
CONCERNING THE JULY 24, 1997 HEARING 
OH VA MEDICAL PACnJIY INTEGRATIONS 

FOR JOAN CUMMINGS, MJ>, DIRECTOR 
VETERANS INTEGRATED SERVICE NETWORK (VISN U) 
DEPARTMENT OF VETERANS AFFAIRS 

FROM THE HONORABLE LANE EVANS 
RANKING DEMOCRATIC MEMBER 
COMMITTEE ON VETERANS’ AITAIR5 
U^ HOUSE OF REPRESENTATIVES 


QueRioa 1: What an (be tmlgaid to Watt Sidt tad Lakaddt tor dia ntxl 

flat jmnf 

Aatwar. Dr. Gerald Moat. Deaa of ibe CoUetd ^ Mediciiie u ibe Unlveraity of nunoit 
u Chicajo, lead a nbccouoiaee of du leteffiikia Coordinarinj Comroictee (ICO in 
draftinj a missioa atiiement for the VA Chlca(0 Healib Cate Syttem. The CC approved 
Dr. Moaa'a miasioo tuiemeot oa March S. 1997. tod ibe Siakeboldera Adviaoiy Oroap 
(SAG)conciirred witbIbeiCCatibdriDeetiiitofMay 7, 1997. The nuttioo ii: 

To provide seamleaa, conpicbenaive (prinary and letHary). computionair. liroely. and 
cost eflective health caro for die Oiicago and Nonhwea Indiina Veiennt at each the 
two dlvitioaa. and clioka of the VA Cbicafo Healib Cate Syatem." 

Together with out academic and Mlt aRilialea to capture Uk tnoovadvc opponiuiitka 
offered by the blegraiion of Ibe two dlvitioaa in enhancing the delivety of tiale-of-lhe-art 
healtbcare, educaiioo, tod ieaettch.~ 

"Develop programs and lesources which enhance our ability lo provide compcebenatve 
aervicea." 

"Provide primary backup for ecdve mUiiaiy peraoDnel in war or In a naiionil emergency." 

I agreed with Ibe ataiemeoi and believe It la cootiaieni with ibe VA'a missioti of 
improving ibe health of the aeived vetetio populiiioo within an iniegiated healthcare 
delivery ayaiem. There la no eapiracioa date oa (be Miaaionaiaiemeni. however, I would 
eipect that the leadership, clinical and adrainiaintive would review annually for any 
needed revialons. Thia ia actually required as part of ou update of (be annual Business 
Plan for the VISN. 

QuaeUon 2: How comfortable are you ttaat die mimloas of Che medical centers are 
coGiistenl with year overall s trateg ic plan for VISN 12? 

Answer: VA Chlctgo Health Cate Sysnn's new nitsion aiaieroeni will be Included 
with the update to VISN 12'a Network Plan. The new mission is consiaieot with the 
VISN's goals of impcDviog the health status of the served population, at reduced coslt- 
per-ptifeDt, and lo serve greater numbeia trf acrvice-comiected and lower-iacoiDe 
veterans. 

Question 3: Are correnl vohmics id care In both West Side and Lakeside auffldenl 
for maintaining quality standards at both aargleal programs? 

Answer There me at preseol no mdicaiuMis of problems with the quality of auigica] care 
at either Lakeside or West Side. There tie multipfe subspedalcy surgicaJ programs at 
both siiea. The volume for various proccdiires will be monilored especially as ibe 
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fidliiiei cooiiDoe to provide mote aorptcil cm on in ooqmieot tuiii. The loietniioa of 
the Medical Centen into 1 Heilth Cne Sywat aUl oM redoce surgicil lenrico 10 
vetennt, 


QneMlon 4: You dnlm that, beanie porittoa hive ebtadf been vaaled doe to 
bDy-«u«andMtrttioii.haH^lBplefnatMloDitfwac1do((raap reannmeadMIaas 
■ilbkiti(eeffteplinalii|elTenivflicoiiipniniieflHqnillQ'orcare. Boponleuid 
ntti1llonarer»llignao.d lr ee te «lmnieddowiiilringyoQrwottlbfce. How 
coafldal ue you diM pou have Ibe li^ Qpei of FTE to loplement woiUng 
pronpe' rMonwnnililluM Mde thui tirT Initir ibitnn of inj prifillilHnn nn 
Iwp l inifn lnBon. wbat are the plaai and Ibe dmeflne for Inlegrallm Mrvlca to avoid 
compromUng padeol can? 

Anmr: While it it inie dat utriiian it aon-direcad. the dediioos to All (be resulting 
vicui potitiotii htve been made with the iaagrttion tod its goilt in mind. Thus a 
Service Chief vacancy occurring at a icauli trf ictiremeni or telocalioo would not have 
been filled prior to leceiviof the i^oR of that patiicalar work group, b conoatt to 
azzritkei, til of the boyool pocilioBa were specifically directed to todivldiiali occupying 
potinont targeted for abtdisbmeot. eidier as a retult the iottgraiion or tbe chute in the 
way cue it beint delivered. All of ibe ICC work froupt review the bmwledce and skilU 
needed for iheir services. TbisisetpeciaUyttuBoftroupiwiihraifidlycbuglnt 
tecbnolofies. For example, the Iafo«niiioaReaouccesManageiDeai(!RM) group eapecu 
a need for mote network tpecitlistt to manage fntuic inidaiivct in telemedicine. The 
group eliminated one of the Chief poaiioQS (allowing the incumbent to accept a buyout 
ofler) thus freeing more tewnneea for lechnictl staff. This is one eatrople of bow the 
Integniian allows VA Chicago to reatrucoife itself with tbe right types of PIB. I am very 
confident it will be repealed. 

Tbe Chair of the btegraiion Coordination Comminee, Dr. Chriiupbei Terrence, eapecis 
all of Ibe groups 10 conpleieilieirRpons by early October 1997. He bas asked each 
group to include u implementitioa hme-liw as part of Iheir tepon. 

QiMallonSr Your teetlmooy due Ibetnnniple ofyoor englogrephy program to 
viUdatc your dsdm that uvlnp can acove to the VISN today. CmM fnbire 
dcdslona mnde by other woridog gronpa affecl yoar decision to bouse tbe service el 
WecBldc? How is die ICC usartog tbal working groups oo loodeled 
itsaes art making consistut, coaptonentniy rcGammcndaUoni? 

Answer The membenMp of the work groapt it Ibe beat assurance for consisleni ud 
complenienuty recarameadalioas Tbe DitMor. VA Oiioaio HCS cbose isemberu from 
both divisioas, the affiliated medical schools, the unions, and otber faclliiiea in VISN 12 
to ensure coordinsied plsiuilng Tbe groups freely niDuies and auetrd each 

oihen’tseetiags as requited. The Chain of tome of die nujotclinica] work groups have 
requested joint oeeiings with Dr. Terreace.ud (be Directs to discuss common issues. 

Quetdon 6: WIB the rotoiv RIF be tailored to malotalnlBg a workforce that can 
tmpicmeni yoar working groap recommeiulatfont? 

Antwer Any funire RIF would be consiitent with accepted ICC tecommendalioat and 
would be tailored to not only farther dieae reconuneodaiiaiia. but also (be Network-wide 
goals for coutinuing to move to more outpatieiu care and moe effective resource use. 

QuesdoaT: ArcyoucomforUbiewldiyoiirlertloflnvalvHnentinlbcpIennliv 
ptoccas for tbe Chkago fbdUdeaT 

Answer: Yet. I believe the cuneru ICC and SAG louctute niikce (be appropriate 
balance iavolvemeiu for me. 
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QiuaUoaS: WhatwHOiewIgliulliiipctiitCorrCTicirlBgllMiiilMlMaftlMOilcago 
todUta? 

Anwcn Dt. Mou requested 4 leview of die misdon ei one of Uie firs ICC meednts. 

Or. Teneoce subseque^ ^point e d him to cfaiir i subceimaittee to drtfl t new misaton 
These h^ bea aguificdfll miemfonmioii, sotoe oS which ippesied in local 
and this had caused caocen amoej sUkehoMem. It was beUeved dm the most 
appropciaie way to coafioue the ofien dialofoe was to have a fonual review by the 
Iniegtadoo Coonhoadst Cceaminee a! the miisioa of the two divisioos. The 
sidKommiUee took e^ divisioa's esistiiig misaiOD statement at infonnatioo and 
developed the new mlssian. It was reviewed and recoasmended fas acceptance by the 
ICC. 


» 
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Congressman Evans Co Stephen P. BacUuis, Director, Veterans' Affairs 
and Military Health Care Issues, U.S. General Accounting Office 


i. Yon advocate a proeeae tor change Chat some have eiitldaed as a "cookle- 
€ 000 " approach. WooM )roa like to reqrand to this critlcisaT 

The process we aie advocating recognizes the imlqueneas (rf eadi IntegraUon, but 
provides for a more stntctured, ^steinatic, and convniienstve analysts than the one VA 
currently uses. In general, we arc suggesting thtt fo^ty-wlde plans be prepared and 
shared with stakeholden before Impletneniailon ot dianges begla Moreover, this plan 
should provide sufflctent Infonnation Co adcfcess such fundamental idannlng questions as: 

(1) how will services be Integrated? 

( 2 ) how wUl potential changes affoct vetoans, on^doyeeo, and medical schools? 

(3) why are selected alternatives the best ones availaUe? 

(4) how much will the potential changes cost to Implement? 

(6} how much will the potential changes eave? and 

(6) how will VA retnveat savlnga to benefit veterans? 

We do not conMder this to be a ‘coofciecutlef* approach because we expect the answers 
to these questions to be tailored to the unique conditions and availability of phyMcal plant 
and equipment, mix of services^ and Mher local factors for each Integration. For 
example, Integ^on dedMons about a service such as surgery could Indude ( 1 ) 
conaoUdaUng ill of the service at one location, (2) kecphig the service at both locadons 
but eliminating subspedalty dupUcatlati, or keeping the service at both locations 
Indudlng all subspe^ty service di^Bcadoa Mueover, we itcognUe dial aMne 
Integraflons may develop optlona other than those died above. 

8. I share your view that It la Importaat for VA to provide the radonale for 
iBtsgmdag, e^edally In terms of bow changes will benefit veterua, before 
ImplemenU^ changes planned for lategratloiiB. nease explain why this type of 
communlcntlOB it impcntant. 

It Is linpofiant for VA to explain its rationale for Integrating fodlllies or aervicea so that 
stakeholdera can understand the need for change and be assured thst VA has selected the 
option which best meeu veterans' needs Whhoui such an understanding. It la dlincult, if 
not impoetlble, for stakeholden to be comfortable with VA's dedelons and stqtpon ot 
buy-ln to the proposed changes. 

Our work shows that stakeholden have stnig^ed to undentand VA's rationale In the 
fodllty Int^ratlons we reviewed. For example. In the Montgociieiy/ruakegee integration, 
VA has not adequatdy exptilned to stakeholders why administrative employees need to 
be transferred from Monlgamety to Tusfcegee. Aa a result, stakeholden have not 
sug^iMted or bought-toito VA's changes. 

3. What role should stakeholden have In plaaaiag fodllty Integradona? 

Stakehcdden may have vaiying roles. For example, certain eUkehoMera, mch as 
emplt^ees, medical schools, snd veteran service organizations, should be Involved in the 
devdoixnent of Integration plana. Icivdvetnent of such stakeholden tgvoan beneficial In 
that it expedites the imceaa because those famlUar with the cpeniion of each tadUty are 
ahaiing their erqiert la e. To tta credit, VA la (Hanning Integradona using woik groups 
composed of these stakeholders. 

Other stakeholders, such as local and other public offlclaU, should be litvdved at key 
deddona, such as whdi planning la done and implenentaUon la ready to begin. TUa la 
Important because stakehcddns can provide views or Indghts to help strengthen VA's 
planning, as well as, provide invaluaUe auf^xwt or *buy4n* for Its [itopoaed Integradon 
activities. Sudi invdvemem will also enhance the stakehdders' undemanding of the 
changes. 
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4. Wkat are tke Bain problems that are Impedlag eoBsensns on the West 
Side/Lakealde IntegnUoa? How is tke latcgratioB different from others that have 
occurred withoot as mneh eoDtroverqr? 

The main problem appears to be the two medical acbooU desires to continue their 
individual aflilistions with aeparate VA ho^lala rather than aharing an aflUiadon In (me 
ho^tal. The collocation of Northwestern Univamiy Medical School with VA's Lakeside 
ho^lta! and the collocation of the Untveraity of Illinois Medical School with VA's West 
Side ho^ttal has existed for 40 yean. The extenatve duplication of snvices exacerbates 
this problem because each achotd wants to maintain control over the same services. For 
example, bodt medical schools j^ovtde resident portions In general medlclite and surgery, 
as well as 18 other subspecialties. 

VA's integration decisions should be designed to reduce unnecessaiy diqtUcaiion of 
services which will disrupt an Ideal* situation fta’ each medical school. As a result, it will 
reiiulre medical aclwoU to make some acljustments In cUntcal and educational practices. 
Both schools seem unwilling to do this and, as a result, their reluctance makes any 
decision about where to locM the cottscdidaied inpaUmt services very contentious. 

The primary difference between the Chicago integratitxi and others Is the Involvement of 
two highly alBllated medical actKxd atakeholdeta who have ctHnpetlng service interests. 
Each ach^ has about IIXI residents employed at VA many VA-^onsoted research 
projecta, and many faculty members with part-time emidoyment at VA fadUlies. By 
contrast, other Integrations involved (1) o^ one medi^ schocd, (2) oik highly affiliated 
medical school and one low affiliated medical aclKxA or (3) medl^ schools which had 
(XHn^lmeniary rather than competing aervlce Interests. 

5. Whht la the nrie ot the academic in plarmlng for the fotore of the two 

medical centers in Chicago? Do they have eBon^ inllaenceT Too much? 

The academic afflllaies have several nries which may afford them too much Influence. 
First, medical schools employees are partidpaiing as chain of woik groups responsible 
for devdoping integration proposals, Including such critical services as surgery and 
general medldne. Thla [daces them In an awkward poMtion of having to decide Aether 
to propose service cMiveiy changes that better meet their interests or oiw that better 
me^ veterans' Interests (at the expense of the medical acho^' Interest). 

For example, medical schools Interests may be beat served by maintaining 
aeparate, du|dieate services at each locstloit Thla may not be in the veteraia' best 
interest because it may qiend more resources than necessary for medicine and 
surgery, which will reduce the avaUatdUty of resources to expand outpatient or 
other services for current and rmw uaeis. 

Second, medical sdiool emfdoyees represent almost half of the voting members of the 
Integradcm Coordinating Ctanmittee-lhe organizational unit established by the network 
director to control how service ddlvery changes are develi^ed, modilled, and proposed. 
The Integratlcm Coordinating Committee recommends chan^ to the director of the 
Integrated facilities. Once again, medical schools are placed in an awkward position of 
Influencing dedalons which dlreinly affect their interests and which may conflict with 
veterans' best interests. 
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8. Wku 1* tke role of the netiroA director la pUnatug the fhtare of the two 
medical eenten In ChteasoT Doea ahe have enoogh laflneiiceT Too mnchf 

llte netwisk dh-ecto has exerted vaiying Influence on the planning efforts. Initially, her 
nde Involved defining the Integration parametefs; for example, deciding to Umit the 
integration to the West Side and Lakeside fodUtt^ rather than Including Chicago's olha 
two ho9ttala (Hines and North Odcago) In the integration fsticeaa. TMs deddon greatly 
iidluenced the potential integration alteniatives that coidd be conddered and the dollar 
savings that could be realized. 

The network director's role also induded estahtishing the [«ocess to be used, such as 
using work groups and an Integration CoMdltistlng Committee chaired by an independent 
VA employee. Once these were operatlonaL the work groups devdoped and presented 
IntegratlMi proposals to the Imegnuion Coordinailng Committee. The committee revlewa 
and approves tiw llnai recommended actions which are then forwarded to the integrated 
faculty director and the network direcur for their review and approval 

7. What is the role of the VA Headquarters la planning for Che tntnre of the two 
medical eentera In Chicago? Does It have enoa^ Infloeneef Too maeh? 

The role of VA headquarters In Oiicago has been to spprove (1) the network's InitUl 
propoeal to operate two fodlltles udng a dngle management tram, and (2) subsecpient 
pnvosals to Integrate service dettvety. Hesdquarters has delegated decision making to 
the director of VA's Chicago Health Care Syslm for any non.dlnlcal services. 
Headquarteis appears to have enou^ influence given the decentralized nature of VA's 
network management structure. 

8. To yoor knowledge, has Chicago outlined gosla for Its laiegrntlon snch ns cost 
savings. Increased patient nccess or qanlJty improvements? What are reallstle 
goals? 

In her July 24, 1887 ststement, Dr. Cummings said the Lake^d^Weat SMe Integration Is 
aimed at accomplishing five goab as articulated by Dr. tOzer. Tttese ate (1) increase 
access, (2) Incresse predictability and consistency of high quality of cate, optimize 
utilization of VA's phydcal [Uani and caplial aasela, (4) modetnize VA hekth care, and (6) 
reduce unnecessary costs and increase the efficiency of tqiersttons. These wear to be 
reasonable goals. 

9. How wonld yon respond to the view expressed by some within VA thnt It would 
be onrenllstle to expect VA to complete n comprehensive plui prior to begliinlng 
the Implementation ptocens? 

We believe it is reaUsttc to es^ect VA to complete a comprehensive |dan because VA's 
current process Indpdes all the woric needed to achieve that otdective. For examide, 
work groups develop individual service plans, which are subsequently Implemented an 
Incremental batia. In our view, a comprehensive plan would Involve presenting all of the 
individual work group plans in a tingle coordinated document before beginning 
Implementation. 'nUs aqwears doable because (1) VA does not need to Implement 
changes to certain services before It can complete planning on others, and (2) sH work 
group plans could be conqdeted within reasonably comparable time frames; that la, there 
would not ^^ear to be a need for any undo ddays waiting for some service plans to be 
CMnpleted. 
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10. How would yon define n suceeMfnl eonsoUdntlon or Integmtion, nnd how 
wonld yon maowi the ehnneee of VA achieving eocceeafnl integradona at the 
tecUldes you have looked at? 

I would define a consolidation as successful if it meets veterans needs by psuviding the 
highest quality care in the most costeffident manner. VA ^gtears to have little chance of 
achieving this level of success in Chicago iniinatUy because its current planning indicates 
that many duplicate services win be maintained, resulting in many unnecessaiy costa. 
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Augua26.I997 

LaoeEvam 

SubccHnminee on Health and 
Oveniglit end lovesigatMiu 
U.S. House of Reptesentalives 
Committee on Veterans' AAirs 
33S Cannon House Oflice Building 
Washington. DC 205 IS 

Dear Mr. Evans: 

In response to your letter of August IS, please note the followup answeta to your questions: 

1. QucatioB: Based on yoar eapcrteac* with faeUily laKgratlona. when is It a good Idea 
loiategrate? 

Answer Ihe ideal lime to integrate would he whet there is a change in mailiei 
conditions, or whcsi a change in martel conditioiis Is antidpalad, or when the ^rportuniiy 
for efficiencies has been idenhlied. 


Quesdon: What criteria should sapport Che deeisloa to go forward witb aa 
iategratloo? 

Answer There are a number of criteria, the moat impoctaiU of which would be to seek 
fiiJutiolder support, (i.e., trustees, eommuniiy, phyeiciaDS. em^oyees). Some 
orgatiUiiions have d e veloped competibUity crileiie to laeuie lha the oiganizaliont Ihai 
arc iategiating hevc campiiible miaiioo. viaroa. values, etc. Anolhar criteria that could 
support the decision to go forawd with aa iocegmlioa is the level of managed cere 

peneuilion in (he merhet place which may not be applicable in iheVAeinitiioiL In 
addition, some studies have found that the moR medically complex (he patienu being 
lerved. the more neceaaity there Is for inegrsaioa. For inslanGe. the senior population or 
ihoce patients age 6S and cider, who have rignifkam care coordination requirements in 
(he manegemeat of certain d i e ra s es (I.e.. Alsfaeuncr's dbeeae, stroke, severe coronary 
disease.canccr). Anotherparticule population that might lend ilselfto be cared forina 
mote effective way in an iaiegraced systtm would he periups the pediatric population, 
those patients 0 to 14. Finsfly, (he most unportsen criletis would be Ihet uldmelely en 
Integrated delivery system would edd value to the petients' experience. 

2. Quesdon: Yonr icsttmeny states that Che plaaalnf pro cess fer uitcgrolioBS mnsi be 
evolitioaary, but dessa't the iiidriihlp aeed re have ■ concept of where the 
orgaalsacioa shoold go and a jnetlfketiea lor dolaf HT 

Answer Certairdy leadership mnsi have the vision of where m organixation should be 
headed but it also cat plsy an active role of sh^herding H Uirough the ftoccss. By 
'evohitsooary'' I was referring to the fact thd (he inlegiatirxi model may lord: very 
difTeteni from what wia originriJy deiigned or intended. 

3. (}ncetion: How doyau menaare thesuceeasofan InlegmtieaT 

Aniwer. An enhanced level of clinical inlrgrminn (ie.. the ability to offer one eianderd 
ofcaie to thecommimity 6om (be inlegramd deJivery system). Aoorher mensure would 
be the sbility to ratiooeliae health csee seivicea; that it to sty. lefisining ftom dupficating 
scrvkesaod providingthe fiillcaotminimofcse in a radonal marvier. And ultimately, 
improved or proaerved a cc ess isnong the defiaed populition that is served should be a 
critical c oo si d r r ation. 


Siacenly, 






PauUS. WiderUta 

Senior Direcor, System Strategy 

AdveWast HeelthCve 
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McManis 

Assocwes 


INC 


UANAACMCMT 

COMSULTANtt 


J900K Stml. SW. SvUf 700 
WaMngta% 000006 
202.466.7680 
F>u: 202472.1898 

Sepicmber 15. 1997 

At^SfUA f>6Uoi. 

Kmntas City, .Wfw >M 

The Honorable Lane Evans 
Ranking Democratic Member 
U.S. House of Representatives 
Committee on Veterans' Affairs 
333 Cannon House Office Building 
Washington. DC 2031S 

Dear Congressman Evans: 


In response to your letter dated August 18. 1997 concerning out testimony at the }oim 
Health and Oversight and Investigaiioos Commitiees bearing on July 24. 1997, we have 
enclosed our ttsptHises to your questions. 


Sincerely, 



Senior Associate 


Melony J. Will iams 
Vice PresKkDt 


enclosure 



A Nibadaary MM t Compfttitn. Inc. 
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Questions FOK James E. Stau 
SDHOE ASSOCUTE 
McMams assooates. Inc. 


1. What are Ibe ctaaractaristka of sncetssfUl Bite(ratmG proct aw a in which you have 
taken part? 

We have found (bit succeufhl imegiKioa U dependen on (hree key haors: cartful 
plinningindinilysii, early commuoicaoon with and involveineiu of key nakdwldere. and 
a nMivaiion towani action. 

Cartful planning and analysis is criiical to determifie if an inregration of two or more 
Medical Centers is feasible and desirable. The first step of any iniegratkni should be a 
study 10 determine if ioiegraiioo will accoR^ish the desired outcomes. The outcomes of 
integration should improve patieni care and quality, reduce costs, maxiiniie access and 
minimize negative inquci on employees. In addition, (his step will identic the level of 
integration that should occur between the facilities. The level of integration can range 
anywhere from linking informatiM and planning systems to integrated management. 
AiiKfiocis. and services. 

Earty eamnmnieation wiiti and involvtmeni of key stakehelders (veterans, employees, 
congressional reptesemaiivcs, community siakdmlders, etc.) is a vital cocnpooeni of 
iniegraiion. The communicaiion and iovoivemeni of stakeholders should begin by inviting 
selected represenutives to pankipate in a steering committee that will oversee the 
feasibility study discussed above. In addition, ail ttakebolders should he inrerviewed during 
(he (euibllily study. This ensures dm their input and issues are an integral pan of the 
deeisioii making process in detttmining if an iiuegraiton should take plaix and at what 
level. 

Moiii-anon icntord aaton is needed to ensure that cffons to integrate move ahead once a 
decbioo has been made. In our caprrieDce. wailing loo long for every detail and possibility 
to be analyzed will create unrest with employees, ptikus ind other stakeholders. A 
prolonged study and stfosequem impletnenuiion will further the tesitiance to change 
inherem in any change process. Therefore, le a d e rship nuisi be willing to act on bitegration 
reconunendations as (hey are identified For this to be sucxsssfol. the leadership must have 
a 'big pkiure* of the overall iniegraiioQ and recognize the systemk impact integration 
recommendalions have on each other. For esample. closing inpatient surgery beds in one 
facility creates space capacity Im other uses such as primary care or ambulatory care at 
that facility. 


2. How are in (be benllb cure eavironmenl contributing to VA's need (0 
coosoUdale? 

Several factors in (he li.S. heatth care enviroranen are causing the VA to eumlne its 
health care delivery system and how services are provided: increased managed care 
penetration, increased pressure to reduce costs, and (he legislative changes in govemmem 
rmanced healthcare. 

fncmired managed cart ptnttraiicn is occurring across (he country. Over the past 16 
years, HMOs have increased ibeir enroUmera 573%, serving 63.340,000 members as of 
July I, 1996. This eraollmem rtpreseais 24% of the United States populstion. 


StpHmtrt IS, im 


AigOalBb. fre 
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Tte increased minaged care 
levels are a diRci response lo 
emplo/ers demands to reduce 
(he coSB of heellh care. Figure 
Ok demoisstrates the level of 
espendicures associaied with 
health care in the United Stales. 
In fact, healA care cosis 
consumed 13.7% of (be GNP in 
1994 and are expected to be 
17.3% in 2000 II (be currem 
rate of expendlnire. 


neural. 


The Increased pressure ro 
rediiee heshh core costs has 
forced health care providers in 
the private and public sectors (o 
re.examine the overall delivery 
system. Ihe U.S. has seen a 
significan decliiK in (he 
fflimber of patienr days as well 
as operating beds over the past 
15 years, as shown in Figure 
Two 

This significaot deciitK of 
ii^siient utiliaiion has caused healthcare systems to deliver semces in a more cost- 
effective manner closer to vdiere the pttiem lives and works. For example, tnany hospital 
systems sre opening ambulatocy surgery cenen, diagnostic centers and ou^iieni clinics. 

Downward cosi pressures has also caused ftgisfonvr changes tit govrmneru flnanceti 
ktaUh car*. TtK rok of Medicaid and Medicare has shifted as federal and staK 
govermenla look for ways to conhol these growing costs of health care. The adveni of 
managed Medicare and Medicaid, medical savings accounts and other measurei are a 
refkaion of (his trend. 

These and other pressures in the overall health care delivery system are having an intact 
on the VA. The VA nnut be held accouniabk for the coets of services to veterans and 
examine (he rok of (he delivery system. This includes detemining wtys to reduce the cost 
of deirveruig services and moving from a hospital-baKd system to a sysrem based on care 
management principles and jmvemive medicine. One signtficanl strategy is to better align 
its focilUies through Integration and consolidation to accocnplisb this goal. In addition, (be 
VA will need to move iti services from the bo^Ual to localiona cloM to veteran 
populations. This includes converting lopaiient beds to outpaiieni care, opening more 
ou^tent based clinics, siid contracting with cotnimnuty providers for primary and 
specialty care. 



Hunacan bpaadnrres CcBpiM arv orepb Ik im 
md foe keadbr kcremiiv 



3. Your testiinoay stresses the Importance of bnving an overall phut to guide spedfk 
efforts. Why is this so important? 

As an inlegntiOD commences, many activitks will be taking place to study specilk areas 
for iniagraiion. The 'integiaied' facilities will be examining all clinical and administrative 
services to deKrmirie whsi should be consolidated and where services and functrocis should 
reside As irnegraiioo recommendaiiois are formulated and made, an overall plan that 
outlines the goals and desired outcomes of (he iniegmioa provides guidaiKe and direction 


S t p $ m* rr IS. im 


IMMuu 
Iftnnani Im* 
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10 die learns and individuals making the recommendations. In addition, an overall plan 
provides the leadership a blueptis for ingileineotaiion of the rectMntnendations. Most 
impottantly, it provides leadership a framework to understand the systemic impact 
recommendations have on one another. For example, if labmtory services will be 
consolidaied at one facility, new hiring for pathology services should be suspended at the 
other teiliiy to ease in^lemeoiation of die integration. 


SiptBi*tr IS, 1997 


Asurum, 
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Anodition sf ABcrlets M«4kal CoDcget 
VA iDIcgnCioB CoasoliditioB 
Ceagretaun loat Evans 


1. Haw has VA done in InvoMng academic affilkaes In die pliBBjmg processes to guitk 
their imegranonaclivUiessofar? Art dim examphs of sucees^t involvemenl in your 
opinion? 

As you m aware, the Veterans Heahh Adminisiraunt has restnictured iu t^ionsUy based health 
caredeliveiysysteminto twentyiwo VeleranslntegratedService Networks (VISNs). Each 
VISN may have multiple affiliatkms with various medical schools whfaifl that ttetwork. Although 
I received a multitude of differing reqionsesto this question, and while there were tome very 
positive responses, the general consensus intot^ the medical school deans is that VA makes 
decisions that are likdy to affect the medical school’s education or research planning objectives 
without medical school involvement or participation. Tins is particularly the case with respect to 
VISN leadership. 

For eumple, many of our schods are preseMcd with plans to reduce the number of residency 
slots at a panicular VA medical fiteility with little or no input at to the changes these reductions 
may have on the medical school's aNlity to provide requiaie education and training opportunities 
for medical students and residents. Many m^cal school deans oiprets frustration that they are 
unable to be actively engaged and involved in the planning process and that meetings held with 
VISN directors are merely informalional. 

There it also concern about possible VA contracting processes. Details and explanations of the 
process and the underlying ressons for resulting demons need to be provided to the medical 
school. Thelossofacontractwillsigniecanllyreduccthepatiempopulstionandmsyhavean 
impact the university medical center’s residency training programs. While K is understartdable 
that academic medical center hospitals mutt compete for contracts in a price efficient manner, if 
academic medical centers are to be true partners with the VA, educational concerns must also be 
9 ven some measure ofconsidenlionvi^ awarding service contracts In order for the new 
organizational structure of the VA to remain actively conunitted to educational and research 
missions, it is imperative that the VA devdop a system where by, at least for the university 
medical school i^liated VA hospHala, contract negotiations in^e some consideration of 
educational consequences 

Allhou^ most medical echoed deans report postive reladondups with the local VA medical 
center, most deans interpret any lack of consultation by the local medical facility as a reflection of 
VISN leadership. 

On the positive side, one dean, whose medical school is affiliated whh VISN 1 1 , believes that 
there has been an acceptable amount of consultation regarding residency allocations with both the 
local facility and VISN. Another poulive example concerning planning involves the VA medical 
center in Providence, Rhode Island and its affiliated medical school which are cooperatively 
planning for the construction of a new research building dueto open this fall. In VISN IT the 
academic affiliates are actively involved in the VA ini^ration process. Deans of the affUiated 
medical schools have been iitcorporated into the VISN Management Committee, and thdr input is 
actively solicited on all matters ofmmual interest and strategic direction. The rrtedical schools 
play an active role in consolidation decisioBS regardii^ management structure, graduate medical 
education realignments, and the establishmeot of outreach clinics. Additionally, the medical 
school makes its institutional distance learning and tdemediciiK network available to VA to 
support administrative, educational, and professional integration of remote focilities. 

There are some medical school deans who think it is loo early in the consolidationfintegration 
process to make an accurate assessmem of medical school involvement in the local planning 
process. 

2. What are the performance criteria AAMC wants in place io measure VlSNdireclars’ 
success in accommodalti^ VA 's education and research missions? 
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Medical icho^ deans befieve educatknal and reaeareh pnotiiies should be induded in the VISN 
director’s perfonnance criteria, h is apparea that the restnieturiog of the VHA win have great 
inqtaci on afiUiaud medica] schoob and the indusion of such perfixmance criteria is an important 
partofensuringthatresearchandeducatianalfressionsofctieVAarespriaity. There is strong 
consensus among medica] achod deans that both the deans and VA medical ceMer leaders should 
be included in evahuong the VISN frectors on the issues that affect the locd VA and medica] 
sdtool affiliation. 

Medical school deans believe that VISN directors' commitment to research should be based on 
quaHtativeaspecuoftherdationahipssweilasreseacdifiaidieglevcb. The foOowring are 
suggestions at to possiUe research per fo rmance criteria for VISN directors: 

> measuring the director's research success by grant income, research productivity and joint 
puUications between the medicel scho^ and the VA; 

• measuring whether a focuaed research program has been devdoped Chat includes support 
fbr medical school coBaboration betwea VA and the medical school which is locally 
n^otialed; and 

> measuring whether VISN directors seek the input ofthe leadership of the medical achods 
whlun the VISN as to the nature and bneractitti that exists between the VISN director 
itkI the medical school leadership. 

Since education and research are statutorily defined missioos of the VA and are imponant 
contributors to the value the syaon provides to the nation, VISN directors diould be re^on^le fbr 
ensuring that the VA treatment ftdlilies under their jurisdiction fuDy suppe^t these missions within 
ihelimruofthereeourcesavalabletothent The AAb^ would like fbr the VApoli^ governing the 
performance evaluation of VISN direcum to lUle thit cletriy. At pr eauit , in laaessmenc of the 
efiectivenesa with wdkh the VISN direcuts are supporting and fitcSiadng the education and research 
missions of the VA treatment bdlHies under th^ jurisdiction is not among the major criteria used 
tomeasurelheperfbcmaneeofVISNdirectors. The AAMC would like fbr dte instruments used in 
the evilualion irf VISN directors' performance to indude specific criterit rdtted to the education and 
research missions. 

The cfiectivtfiessofVISNdbectGrsn supporting and bdlkating the education and research missions 
of the treatment ftcililies under their jurisdictioo should be measured against spedfie objectives set 
forth in the academic affUiaiioa agreement developed by the VA treatmcM fbcilities under thdr 
jurisdiction and the medical schoob tfEliated with these fadBties. The Deparonem of Veterans 
Aflkin (DV>^ guidelines for devetoping affiliations idoitifies six major categories that riiouid be 
ad dr e sse d by ee^ trebmeni fisdlity and its »iWi«wrf medical school. Included within these categories 
ate I wide range of fiscuhy aflUn issues, and issues reltted to quality of educational ecperiences fbr 
medical students and reridem physicians, integration of education and patient cate activities, and 
coUaborativeactivitMsinvolvii^theVAtreaimembciliiyandihemedicalichoiri. Thecategories 
should be expanded to iadude ^ecific reference to ceieerch issues. Since the VISN directors are 
required by DVA to provide guidance to VA treatment f aciBli es n devel^iing academic affiliation 
agreements and to approve the agreements, the VISN directors should be held accountable for the 
degree to which the objectives established in the acadenuc affiliation agreements are met. 

Many of the recommendations stated above can be captured and quantified by s a t i s faction surveys 
completed by deans, medicaJ students, and residents. Specific questiotu regarding performance 
criteria indude: 

“If vacancies were filled far Director or Chief ^ Staff at an affiliated hospital last year, did you 
involve the affiliitrd medical school in the mlection processT 

“Did the medica] school dean 'rign off* oo the VAMC’s resideiu allocatioo request, thus 
assuring medical school input into the ^ocessT" 

“What percentage of medical and other students rotate throu^ VA treatment facdiliesr 
“What are the success rates fbr residents trained in a VA setting in securing Board 
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CertiScalioiiT' 

*^o what extent do medica] readenu metve trakisg in VA ambulxtoiy aettings?*' 

3. Hon/ InvoMhmlhemttBcalichooli been in straUgieplannir^/oryA or the national, 
network and facitity kveP 

Hie responses received from the deans indicate that most of the medicaJ schools have very positive 
relationships with the local VA medicaU ftcility. There is pleaty of cmiunuiiicatkm and infb^tion 
sharing as the bdlily level regardii^ snt^ planning This is due, b pan, to the many VA 
physicians that also bold &culty posisioos VA medcai bcility's respective medical school. 
Increased medical school and fiidlity strategic planning is both desirable and aclnevable. 

At the network level, there appeals to be a break down of eominunication between the VISN 
directors and Che medical school that leaves many oflhemeAcalschoid deans frustrated. Deans 
expressed coocetn over being invited to meetsigs at the network levd to ssm^ be infonned as to 
what the network is planmng There a the perceplioo among the deans that the network has not 
placed a high polity on medical school involvenient in strategic plisniig. 

The AAMC has frequem contact with VA Central Office through high levd staff to staff meetings 
tndthrou^aVAlDeansLiasanCamnitleemeetingi The VA^Deans Uiison Commitlee meetings 
provides an opportunity approx im ately twice eedi year for 6vc deani from VA medical 

schools to meet with Dr. Kiser and other VA Central Office leaders to encourage positive 
eemmunicetion tod understaoding of how VA oational poliey may affect the local affiliation. 
Thrcugh our staffto staff ineeiings the AAMC enjoyi a very positive relationship that allows for the 
mutuiJ exchange of infoimalion that serves to ke^ both parties ateeast of new developments that 
afltet VA national policy. 


o 
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